
Portugal ‘set to 
meet criteria’ 
for joining EU 
single currency 

. Portugal will qualify comfortably, 
for membership of the European 
single currency, according to fig- 
ures that prime minister Antonio 
Guterres will submit to the Euro- 
pean Commission. The scale and 
speed of Portugal's afoievefoent 
■*. in disciplining its finances have 
. surprised many economists. 

Ta Page 14; Observer, Page 12 

U| CUPS may loss, its bearings 

* Yachtsmen, hikers and dri v er s 
who rely on the worldwide 
Global Positioning System for ; 
navigation could lose their way . 
in 2000 because of the millen- 
nium “bomb". Page 14 

Mossad hsad quits 

- Danny Yatom, ebief of Tsr qpli 
intelligence agency Mossad, 

•. resigned after an inquiry hiamwi 

• , him for a botched assas sination \ 
attempt on an Islamist nfflrigi tn 
•' Jordan. Page 6 

No oxtra ohargo for euro 

. European banks have pledged 
'■=••• not to charge their customers - 
extra for converting domestic 
currencies into the euro after the 
EU single currency Is introduced 
next year. Page 2 

’■£ UN drug agency speaks out 

The ON agency set up to fight 
: narcotics has criticised western 
: European societies for a drug- 
friendly culture where recre- 
ational drugs are seen as “chjc 
and harmless'*. Page 6 ' 

Danish poll mows 

The chances of a change of gov- 
ernment to Denmark increased 
when the Centre Democrat party 
said they would-suppprt a eentre- 
right administration in the - 
March general election. Page 2 

US studsnts flunk hurt * 

- . US students rank near the bot- 
tom of the International league in 
maths and science skills, said a 
study from Boston College. US 

* secondary school popDsin the US 
“ only scored higher than three . • 

nations- UthuaniaiGspam^nd 1 
South Africa. Page j,:. 

' Pletfga on (hahmi Mr ***>'-* 

UK deputy prime minister John * 
Prescott has committed the gov- 
ernment to building the £5.4bn 
($9bn) Channel tunnel high speed 
rail link even if London & Conti- 
nental Rafl waysfaflsto solve its .. 
funding crisis. Page 8 


SGI. Carbon 
plans shake-up 
so it can move 
Its HQ abroad 

' SGL Carbon of Germany, the 
world’s biggest mak&itf carbon 
and graphite protects, plans to 
change its structure §o it can 
relocate its headquarters ahroad- 
The step will involve the creation 
of a management jg-oup with a - 
separate legal status from the - i- 
Gebnanpeffent, Page 15; Price- . 
fixhig fears, Page 20 

WUt Dtausy found that a 
campaign by institutional share- - 
holders to oust ..directors with 1 : 

dose tieg tn rhaimian Mfchafll' -' 1 ' 

Eisner had gained ground at th® 
US entertainment group's BbpnaV 
meeting. Page 15 : ... 


US demands details of Iraq deal 


Annan gets ecstatic welcome at UN HQ 


Kvssfnsr, the Anglo-Nrawegian 
enemearimr and construction.' ■ 
group announced $u2ba of 
orders from Carnival Corporation 
of the USL Page 17 


Kofi Annan, United Nations 
secretary-general, yesterday 
received an ecstatic welcome at 
UN headquarters as the US called 
for more precise details of the 
agreement that has averted 
jmminm t militar y action against 

Iraq. . 

At the same time. Security 
Council members were set to 
draft a resolution -to enshrine the 
weapons inspection agreement 
reached by Mr Annan at the 
weekend. . 

. After briefing the 15-member 
.Security Council, Mr Annan said: 
71 am pleased to tell you that I 
had a general sense of approval" 
He added: “Obviously there are 


details which have to be worked 
out and explanations have been 
given.” 

US president Bill Clinton said 
the deal would be “an important 
step • f orw a rd" if it were imple- 
mented. 

But he added: “We have to be 
watching very closely now to see 
not just wbat Iraq says, but what 
it does.” 

In a speech to the National 
Council of Jewish Women, he 
said: “We must remain commit- 
ted to see that Saddam Hussein 
does not menace the world with 
weapons of mass destruction." 

Madeleine Albright, the US sec- 
retary of state, said "it is very 


clear Saddam Hussein has 
reversed course” by agreeing to 
open up hitherto closed sites. 

But she said there were “ques- 
tion marks and ambiguities” in 
the UN-Iraqi agreement on the 
procedures laid down for arms 
inspections. 

Tony Blair, UK prime minister, 
yesterday said the agreement 
must be embodied in a Security 
Council resolution, which would 
make it clear that no further 
obstruction on the part of Mr 
Saddam would be tolerated. 

Speaking In Parliament, he 
said: “We are not goipg to play 
more elaborate diplomatic games 
that allow Saddam Hussein to 


thwart the inspections 
regime which has now been 
agreed." 

Mr Blair plans to visit the Pal- 
estinian territories and Egypt in 
April to show Arab states that 
the European Union, of which 
the UK is current president, 
treats justice for Palestinians as 
seriously as ridding Iraq of weap- 
ons of mass destruction. He will 
also visit Israel 

Mr Annan meanwhile pointed 
out that Mr Saddam bad never 
before personally approved an 
agreement. 

He also praised the Iraqi lead- 
ership for showing “courage, wis- 
dom and flexibility”. 


After list en i n g to Mr Annan's 
remarks, Bill Richardson, US 
ambassador to the UN. welcomed 
the secretary-general's efforts. 
But be cautioned that "we need 
clarification and verification”, 
adding that “it needs to be tested 
soon”. Mr Annan made clear 
none of these requests “caused 
difficulties” for his team. 

Mr Richardson emphasised 
that the UN mission charged 
with dismantling Iraq’s arsenal 
of deadly weapons (Unscom) 
must maintain control over the 
disarmament process. 

"We think it is very important 
that Unseam be the key opera- 
tional authority in this agree- 
ment," he said. 

International news, Page 6 
Edward Mortimer, Page 12 


TMwMokMi of Spain’s 
Juan VUlalonga is expected to 

an. alliance wtth WorldCom-MCI 
of the US. Page 20 

Lufthansa, the German airline 
group, and Karstadt, the German 
retailer, agreed tosell Euro 

gest travel agehcychain?, to 
Enoni, the international travel 
and tour operator. Page W - 

Crtjflft Commarcpal da Franca, 

the French plans to launch 
arighteisstmtqhelp ftujdtbe 
purchase of (3C, the state-owned . 
regional bank, if its bid proves 
successhd-fage 19 : 

Taja^aa, the Mexican - 
teli yyimTmnprpticm company, 

- may compla jji to the World Trade 
Or ganisat ion that AT&T and MCI 
have blocked jts access to the US 
market Page i* 

Co kilp irt pr Bolawc— , the US ; 

computer sendees group, has 
filed aJavys^t gainst Computer 
Assoqiafos inahidtohlock its 
predator's|9Abniicwtile takeover 
blcLPai^l6 ^ . 

Wal Mart Stored.' 'the world’s 
' bi^e^rehtfle&T^ortedah 1& 


Cuban r al aaasa wloomed 

The EU has welcomed Cuba's' 
release of prisoners, but urged: r . 
Havana to free all those held for 
expressing political views. Page 5 

Tobacco eempantas daflnit ' 

US tobacco companies have said 
they will not accept a na ti onal 
settlement that failed to provide 
them with limited immunity 
against future lawsuits. Page 5 

Princess Margaret has stroke 

Princess Margaret, 67 -year-old 
younger sister of Queen Eliza- 
beth, is undergoing tests after a 
mild stroke at her home on the 
Caribbean island of Muatiqua 

EU seeks China dialogue 

'Hie European Union has decided 
to switch from confrontation to 
dialogue with China in its efforts 
to get Beijing to improve human 
rights. Paged 

Blair may meet Shut Fain 

UK prime minister Tony Blair 
has not ruled out meeting Sinn 
Fein president Gerry Adams . 
despite threats that it could laid • 
to the Ulster Unionist party withr 
drawing from the Northern 
Ireland peace talks: Page 5 . 

World Cup ticket mom 

Fife, soccer’s world governing 
body, is trying to end contro- 
versy over France's World Cup - 
ticketing policy bv ma kin g an 
extra 180,000 tickets available to - 
non-French. competitors. Page? 


£U3hnfor l^fourthquarter to 
January 91: Page iff . . 

Tb^andpledgedtO-speed 
restructuring of ife priya tisatip n 
'=and banking system, hit return, 
Bangkok is expected to secure 
the rdessein March of funding 
worth $L0bo under a 2172bn 
International Monetary Fpnd res- 
cue package:’ Page 14; First Ip, . ; 
first out? Page 12; 01weryer, 

Page 13: -. 

Taiwan' P a qilt ogdiiatpr . 

Manufacturing, Taiwan’s biggest 
dupnmker, has struck a US$148m 
deal with jSstfoual Semiconduc- 
tor to prddnce lOm central pro- , 
rAmdng - irnitR r the **hrains” of 
personal cmnputers - a year. 
Page"15- • 

TnaMtii, the Japanese semi- ^ ; - 
conductor maker, is spending? 
YlObn ($78m) on setting up a new 
assembly plant in Japanto meet . 
growing demand for advanced . - 
memory chips. Page l® 

Cathay Ufa, Taiwan’s biggest . 
insurance concern. repurted.a 
jump in net profits of 77 per cent 
M 1997, chiefly because of stock, 
market gains and the country’s " 
acontoniciecovery.^ Page 18 

Tfdakmw Malayla 1 * net profit 
fefl 2,7 per <^t to M*Cfc3hn . 
(US$486.7m) as competition inten- 
sified sod the sharp drop in tbe ; 
value of the Malaysian currency . . 
tookits toll. Page 18 . 

MateusMta, Japan's largest 
consumer electronics group, 
reported a 2 per cent rise b? ■ 
group sales to . Y2.082.9bu 
(Jlgibn) for the threemanths to 
the end of JJecembur. Page 18 
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Dispute over power ended merger plan 


Glaxo Wellcome SEgasiffl 

Share prices relative to the 

and SmithKline 
shares fall sharply 


SmithKUm 

Baechamii 
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Greraiq»n yesterday: “Events ... not likely to unfold smoothly' r«m 

US economy faces 
year of uncertainty, 
Greenspan warns 


By Gerard Baker hi Washington 

The outlook for the US economy 
.this year is highly uncertain, 
Wi|h ..risks finely balanced 
between a renewal of inflationary 
pressures and a sharp slowdown 
that cpuld damp overall eco- 
nomic activity, and prices, Alan 
Greenspan, the chairman of the 
jFederal Reserve, said yesterday. 

In his half-yearly Humphrey - 
^twkins testimony and forecast 
„to the US Congress, Mr Gram- 
span said the likeliest scenario 
was .that the “storm clouds” over 
Asia would slow growth , in 1998 
by just enough to damp inflation, 
gut he wHitjon 1 ^ that ftp final 
^effects of the crisis were uncer- 
tain and -suggested there could be 

gi g plfleant. 

“With the current situation 
reflecting a balance -of strong 
xpuntervailing forces, events In 
;the months ahead are not likely 
Jto unfold smoothly,” he said- 
r In an echo of previous warn- 
ings on the dangers of overheated 


fi nancial markets in the US, Mr 
Greenspan said the risk of finan- 
cial excesses was a source of con- 
cern to poUprmakers. He noted 
thaT recent strong growth in 
equity prices had been driven by 
improving expectations for prof- 
its. He declined to say whether 
those expectations were justified, 
but said: “Quite possibly, 12 to 18 
months from now, some of the 
securities purchased cm the mar- 
ket could be looked upon with 
some regret by investors.” 

US economic performance had 
been "exemplary" in 1997, Mr 
Greenspan said, with growth its 
highest in 10 years and the infla- 
'tiop environment “as close to 
price stability as we have known 
... in three decades". 

In general Mr Greenspan stuck 
with bis earlier assessment that 
the Asian crisis would probably 
have a benign effect on the US 

Continued on Page 14 
Editorial Comment, Page 13 
> An uncertain outlook. Page 5 


By Daniel Green and Roger 
Taylor in London 

Shares in the UK’s two largest 
pharmaceuticals companies, 
Glaxo Wellcome and SmithKlnie 
Beecham, fell yesterday after the 
acrimonious collapse of their 
merger plan on Monday night. 

Glaxo fell 247p or 18 per cent 
to £16.57 and SmithKline lost 
83p or 10.3 per cent to 724p. 

Hie talks failed over the bal- 
ance of power within the merged 
organisation, above all at board 
leveL 

Sir Richard Sykes, Glaxo’s 
chairman, wanted to increase bis 
company’s power in the new 
organisation to reflect the Tact 
that it is almost twice the size of 
SmithKline in prescription medi- 
cine sales. 

SmithKline also sells con- 
smner products such as soft 
drinks Lucozade and Ribena, 
which are less profitable than 
drugs. 

Sir Richard and Jan Leschly, 
SmithKline 's chief executive, 
planned to run the company 
together, but could not agree on 
who would occupy the number 
three slot 

Sir Richard wanted Robert 
Ingram, his chief executive, 
while Mr Leschly wanted Jean- 


Pierre Gamier, his heir apparent 
and chief operating officer. 
SmithKline took Sir Richard’s 
demands as evidence that the 
company wanted a takeover 
rather than a merger. 

It accused Glaxo of reneging 
on agreements made before the 
talks were announced on Janu- 
ary 30. Officially, Glaxo Well- 
come said only that in spite of 
the compelling strategic logic 
behind the merger ~ which 
would have been the biggest deal 
in corporate history - the two 
companies had been unable to 
agree on terms. 

Institutional Investors were 
bemused at the turn of events. 
Many felt the reasons given, that 
the companies were tmable to 
agree on terms, seemed inade- 
quate to abandon a merger 
promising cost savings of more 
than £ibn ($1.67bn) a year. 

Graham Wood, head of UK 
equities at Standard Life, 
pointed out that if the institu- 
tions were dissatisfied with the 
behaviour of either company it 
would be difficult to apply pres- 
sure. “You can vote against a 
company proposing a merger, 
but you cannot vote against a 
company that proposing to do 
nothing.” he said. 

The collapse is a particular dis- 
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appointment for Mr Leschly. 
This is the second time In a 
month that merger talks he has 
been leading have failed. 

He abandoned a proposed deal 
with American Home Products of 
the US after Sir Richard pro- 
posed the all-UK merger. 

With a market capitalisation 
of more than SllObn, the new 
company would have been the 
largest -in the world in market 
value terms after General Elec- 
tric of the US, accounting for 
about 12 pm- emit of the value of 
Britain's FTSE 100 index. 

It would also have given the 
joint business a near 8 per cent 
share of the core prescription 
drug market, putting it in a dif- 
ferent league from its nearest 
rivals, Merck of the US and Swit- 
zerland's Novartis, which each 
have about -L5 per cent 

Editorial Comment and Pop 
goes the bubble, Page 13 
Lex. Page 14; Power struggle 
sinks merger, Page 21 


Euro 

Breaks 

Through 


First Supranational in EURO 
First Sovereign in EURO 


First emeraina market credit in EURO 
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Banks pledge no extra charges for euros 


By George Graham, 

Banking Editor 

European banks have 
promised not to charge their 
customers extra for convert- 
ing domestic currencies into 
the euro after the EU's sin- 
gle currency is introduced 
next year. 

Nikolaus Bomcke, secre- 
tary general of the European 
banking federation, said 
banks would only use the 
official rates for conversions 
between euros and national 
currencies. Conversions 
would be free except in rare 


cases where a “substantial 
service" is required- 

“We will certainly not take 
advantage of this change- 
over to the euro to rip off 
our customers. This is a non- 
problem," he said. 

The pledges are contained 
in a letter to Emma Bonlno. 
the European commissioner 
for consumer affairs, and 
come Just before’ a forum 
organised by the Commis- 
sion tomorrow to discuss 
monetary union. 

Banks have been anxious 
to avert the threat of a spe- 
cial regulation governing 


conversion and payment 
practices. Yves-Thibault de 
Silguy. monetary affairs 
commissioner, appears to 
have agreed not to introduce 
legislation, but is adamant 
banks must not charge cus- 
tomers for a foreign 
exchange risk which will 
have disappeared. 

Mr de Silguy wants banks 
to abide by the principle that 
when conversion is obliga- 
tory. they should not charge, 
even If they charged for 
optional conversions. 

In most EU countries, 
banks have already declared 


that conversion of account 
balances from national cur- 
rencies into euros, as well as 
the conversion of incoming 
and outgoing payments, will 
be free. But some banks 
have said they wffl charge if 
a customer wants to convert 
hack from euros to a 
national currency. 

Banks argue, however, 
that exchanging notes and 
coin involves handling , stor- 
age and security costs far 
beyond the foreign exchange 
risk, so the^’ should he free 
to charge extra in these 
cases. 


This problem will become 
particularly acute In the 
weeks leading up to and fol- 
lowing January 1, 2002, as 
national currencies are phys- 
ically replaced by the new 
euro notes and coins. 

“This is an enormous bur- 
den which banks have to 
shoulder on behalf of the 
public authorities and we 
need their help to reduce the 
cost of this burden,” Mr 
BOmcke said. 

The volume of notes and 
coins which must be 
replaced has raised concerns 
th at there may simply not be 


enough security centres and 
armoured vans in the EU to 
cope. 

The banking federation 
has suggested that military 
personnel could be drafted in 
to provide additional, secu- 
rity during the changeover. 

Banks are also pressing to 
' be allowed to stamp the old 
national banknotes their 
customers hand, in as 
invalid- That would cut the 
security costs of transport- 
ing • and storing the old 
notes. Traditionally. old 
notes can be destroyed only 
by central banks. 


Senate 
set to 
agree 
on Nato 


By Bruce Clark 
in Washington 

Senior US legislators of both 
parties yesterday indicated 
Arm support for the enlarge- 
ment of Nato but urged west 
European allies to be more 
generous to their ex-commu- 
nist neighbours. 

Senator Jesse Helms, the 
chairman of the Senate For- 
eign Relations co mmi ttee, 
said Nato’s expansion could 
be followed rapidly by its 
collapse unless European 
allies met their commit- 
ments. 

A Senate resolution 
endorsing the expansion pro- 
cess would make the point 
that “the majority of the cost 
of making and keeping Nato 
militarily effective will be 
the responsibility of our 
allies.” he said. 

Senator Helms was speak- 
ing at the final hearing of 
his influential committee 
before the Senate votes early 
next month on the incorpo- 
ration of Poland. Hungary 
and the Czech Republic by 
the Atlantic alliance in 
spring 1999. 

Yesterday's hearing 
suggested that there would 
be no difficulty in mustering 
the necessary support from 
two-thirds of the 100-strong 
Senate. 

Senator Joseph Biden, the 
committee’s leading Demo- 
crat. said the European 
Union had “not been very 
generous or speedy” in its 
efforts to embrace former 
communist countries. 

“They should speed this 
process up.” he said, while 
adding that EU enlargement 
could not be a substitute for 
Nato's growth because the 
latter institution guaranteed 
US influence in Europe. 

Madeleine Albright, the 
secretary of state, urged the 
committee to embrace the 
three newcomers and also to 
leave the door open to other 
central and eastern Euro- 
pean countries. She deplored 
suggestions by some sena- 
tors that a “pause” should be 
declared. From Estonia to 
Bulgaria, such a suggestion 
would be interpreted as “an 
open door shutting” and 
remove the incentive that 
now existed for would-be 
Nato members to prove their 
credentials. 

William Cohen, the 
defence secretary, said the 
Pentagon had slashed its 
estimate of the total cost of 
Nato enlargement - leaving 
the US with a bill of only 
$40m per year - because the 
military infrastructure in 
former Warsaw Pact coun- 
tries turned out to be better 
than originally thought. 

Mr Cohen said the earlier 
Pentagon estimates assumed 
four new Nato entrants, not 
three. Also, the incoming 
members had already com- 
pleted some of the military 
tasks which were initially 
expected to come under the 
alliance budget. 
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Schroder aims to be Bonn’s Blair 


Peter Norman profiles a politician 
who is fighting for the middle ground 


H e is 53 not 44. He recently 
married for the fourth time. 
And as prime minister of his 
state since 1990. he is hardly a fresh 
face on the political stage. 

But despite all the differences. 
Gerhard SchrOder. the Social Demo- 
crat premier of Lower Saxony, 
aspires to be the German equivalent 
of Tony Blair, the UK prime minis- 
ter. The next few days will deter- 
mine whether he can fight for bis 
own brand of centre-left politics at a 
national leveL 

Mr Schrdder's campaign for next 
Sunday’s state election is very differ- 
ent to that planned for the federal 
election on September 27 by Chan- 
cellor Helmut Kohl and expected 
from Oskar Lafontaine. the Social 
Democrat (SPD) national leader and 
Mr Schroder's rival to be opposition 
challenger to Mr KohL 
Mr Kohl and Mr Lafontaine both 
seek political success by dividing 
Germany into hostile camps. The 
chancellor brands the SPD and tbe 
environmentalist Greens as oppo- 
nents of free enterprise who will 
only be able to govern with tacit 
backing of the Party of Democratic 
Socialism, the former east German 
co mmunis ts. Mr Lafontaine carica- 
tures the Bonn coalition of Mr 
Kohl's Christian Democratic Union, 
the Bavarian Christian Social Union 
and the small Free Democrat Party 
as a coterie of “neo-liberals” who 
favour millionaires while impover- 
ishing the average family. 

Mr Schroder, by contrast, says his 
party must aim for a “new middle”. 
Echoing Mr Blair's appeal for 
greater individual responsibility, be 
wants “an alliance between those 
who want to achieve and those who 
are capable of achievement”. He sees 
a political convergence between New 
Labour in Britain, which “has taken 
over a deregulated economy and is 


strengthening the social system” 
and his own version of SPD politics 
“coming from the other end by mak- 
ing an already comprehensive wel- 
fare state less bureaucratic”. 

In practical terms, Mr Schrdder’s 
strategy means expanding the SPD's 
traditional blue collar support to 
include Germany's traditionally con- 
servative craftsmen and other busi- 
ness Interests. But shifting SPD poli- 
tics to tbe centre is not easy for a 
politician who lacks a strong power 
base among party activists. 

This has become clear during his 
campaign. At a recent meeting with 
SPD trade unionists in Osnabrdck, 
Mr SchrOder got resounding 
applause when he attacked Mr 
Kohl’s economic record and pledged 
to fight for jobs. But the enthusiasm 
subsided when he called for a politi- 
cal partnership with small entrepre- 
neurs. 

In Osnabrttck. the crowded hall 
backed Mr SchrOder to the hilt when 
he defended the state's recent con- 
troversial purchase of the steel 
maker Preussag Stahl to prevent it 
being taken over by Voest Alpine of 
Austria. But this move has badly 
tarnished Mr Schroder's image 
among Hanover’s business commu- 
nity as the SPD politician bosses 
would be most willing to support. 

Christian Wulff. the CDU chal- 
lenger in Lower Saxony, says Mr 
Schroder is in a dilemma: “Schro- 
der’s popularity among the general 
public is based on his opposition to 
his own party and his assessment 
that it lacks economic competence. 
He loses that popularity when he 
tries to win over the SPD." 

And indeed, the latest opinion 
polls suggest that Mr Schroder's deli- 
cate balancing act between a public 
show of loyalty to Mr Lafontaine and 
boosting his own profile may have 
slightly weakened his support. 
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SchrOder (left) and Lafontaine: rivals to challenge KohL 


Although Infratest-Dimap, a- polling 
organisation, reported last week that 
53 per cent of voters wanted Mr 
SchrOder to be state prime minister 
against 35 per cent for Mr Wulff, Mr 
Schrdder's lead had shrunk to 18 
percentage points from 29 points at 
the start of the year. 

Other findings in the Infratest- 
Dimap survey of 1,000 voters indi- 
cated considerable uncertainty 
among electors. The same poll found 
just over half of voters were dissatis- 
fied with the performance of Mr 
Schrdder’s SPD government, which 
has been unable to prevent rising 
unemployment and state indebted- 
ness over the past four years. Yet in 
general they believed the SPD was 
more capable of tackling key local 
problems than other parties. 

It is in such an unpredictable envi- 
ronment that Mr Schrdder’s political 
talents are at a premium. He is a 
skilled orator, in contrast to most 
German politicians. He can tom on 


the charm like a tap. He Is adept at 
turning potentially adverse situa- 
tions to his advantage, notably when 
speaking with disarming candour 
about his messy divorce last year. 
He can benefit from a s tr o ng sense 
oit pride in Lower Saxony that a 
“local boy” could be Germany’s next 
leader. • ; 

Mr SchrOder can be sure of win- 
ning the biggest share of the vote on 
Sunday. But it is far from certain 
whether he can capitalise on his 
expected victory sufficiently to 
become the challenger to. Mr Kohl in' 
September. • ; 1 . 

Even less (dear is whether Mr 
SchrOder can ever match' Mr Blair’s 
record and reform bis own party. 
Hie SPD has its roots to the left of 
centre with a strong core of resis- 
tance to a middle-of-theroad line. 
Tomorrow Ralph Atkins interviews 
Edmund Stoiber, widely 'seen, as the ’ 
most Eurosceptical of Germany’s! 
political leaders. 


France urged to 
aid investment 


By Andrew Jack in Paris 

France must introduce 
pension funds and reform its 
tax system to encourage 
greater investment in equi- 
ties or risk losing its leading 
position in world financial 
markets, an influential lob- 
bying group said yesterday. 

Paris Europlace, an organ- 
isation of tbe country's lead- 
ing financial service sector 
companies, called for the tax 
on investment in shares to 
be reduced to the lower level 
that applies to bonds. 

It demanded tbe rapid cre- 
ation of a system of comple- 
mentary pension funds, and 
incentives to encourage 
existing life insurance funds 
and collective investment 
companies to invest more in 
shares rather than bonds. 

It also called for a special 
tax regime for top bankers 
and investment anal ysts to 
prevent a "brain drain" to 
countries with less punish- 
ing fiscal systems. 

J If the French . . . want to 
get their share of the advan- 
tages of an enlarged Europe 
which its monetarily united 
and facing global competi- 
tion. they have to accept 
that their companies do not 
have to cope with too many 
handicaps.” it says. 

The recommendations 


were contained in a report 
by Philippe Camus, manag- 
ing director of Lagard&re. 
the French industrial group, 
and based on opinions pro- 
vided by 120 financial insti- 
tutions. It is likely to refuel 
the debate over reforms to 
France's financial sector. 
Europlace was created under 
the chairmanship of Ernest- 
Antoine Seilliere, the new 
head of the employers' feder- 
ation. and is now led by 
Marc Vienot. the out-going 
chairman of tbe bank 
Soci&te Gendrale. 

The organisation argues 
that French companies need 
to improve their financial 
communication and account- 
ing policies, and take steps 
towards better corporate 
governance. It criticises the 
weaknesses of financial ana- 
lysts based in Paris as well 
as the French financial 
press- 

It urges a greater educa- 
tional and marketing effort 
to persuade the French pub- 
lic of the advantages of 
investing in equities as a 
way of funding business 
development. It also calls for 
new measures to help the 
development of venture capi- 
tal. and simplified regula- 
tions to allow more compa- 
nies to seek stock market 
quotations. 


Italian inflation 
looks set to rise 


By James Bfitz in Rome 

Italy’s consumer price 
inflation rate looks set to 
show an unexpected jump to 
an annualised L8 per cent 
in February after prelimi- 
nary results from a range of 
towns and cities. 

In a development that 
raises questions about when 
the Bank of Italy will be 
able to bring the country's 
short-term rates down to the 
European Union average, it 
emerged yesterday that the 
annualised rate would jump 
up from 1.6 per cent in Jan- 
uary. 

The increase in inflation, 
which involved a monih-on- 
montb rise of more than 0.3 
per cent, appeared to be due 
in large part to increases in 
the car and food sectors. 

According to figures pro- 
vided by ISTAT, the govern- 
ment statistical service, the 
cost of locally made cars 
rose 3 per cent and that of 
foreign cars 2.4 per cent 

Economic analysts said 
yesterday the increase in the 
car sector had been trig- 
gered by the ending of a 
government scheme under 
which consumers have been 
encouraged to trade in used 
cars in ret u rn for a new one. 

There were signs that the 
increase in inflation in some 


cities had also been due to 
one-off phenomena. A 1.5 
per cent m on th -on-month 
Increase in inflation in Bolo- 
gna was largely because of 
the high cost of tickets for a 
key football match between 
the city's football team and 
Jnventns. 

Nevertheless, the con- 
sumer price increases - 
which will be confirmed by 
final figures to be published 
on March 6 - looks set to 
bring the February figure 
close to the Bank of Italy 
average inflation target of 2 
per cent for 1998. 

Romano Prodi, the Italian 
prime minister, said yester- 
day that be was “absolutely 
nnpreoccupied" by the data 
and that if he had been 
given the 13 per cent figure 
a few years ago he would 
have “Jumped for joy." 

But some economic ana- 
lysts argued that, with infla- 
tion edging up and the econ- 
omy now in foil recovery, it 
would be difficult for 
Antonio Fazio, tbe Bank of 
Italy governor, to bring 
short-term rates down to 
French and German levels 
in the near future. 

Italian overnight interest 
rates are currently at 
around 6J25 per cent com- 
pared to around 3.4 per cent 
in Germany. 


Move to calm World Cup row 


By Jimmy Bums in London 
and Emma Tucker 
fn Brussels 

Flfa. soccer's world 
governing body, yesterday 
moved to block a row over 
France’s World Cup ticket- 
ing policy by announcing it 
would make available an 
extra 150.000 tickets to non- 
French competing nations. 

Although Fifa has yet to 
work out just how the tick- 
ets will be distributed, the 
bulk are expected to go to 
competing European 
nations, who have com- 
plained that the French 
organisers were rigging sales 
in favour of the host nation. 

Fifa described the 150,000 
tickets as a "contingency” 


measure. The figure was 
agreed at a meeting between 
the organisation’s general 
secretary Joseph Blatter and 
representatives or the 
Comite Francaise d‘ Organi- 
sation, which is running 
France '98 . 

The Frecch organisers 
said at the weekend that at 
the beginning of February, 
1.75m of the total 2.54m tick- 
ets had been sold. The 
remainder included 500.000 
allocated to other federa- 
tions and a final batch of 
150.000 which were expected 
to be released in April. 
There was some uncertainty 
how many of the last batch 
of tickets were original iy 
due to be distributed outside 
Franc*. 


By insisting that the last 
150,000 tickets are shared out 
between federations other 
than France, Mr Blatter 
seems to have gone same 
way to appeasing those wbo 
have protested over a short- 
age of tickets. 

The Commission said it 
had not yet received details 
of the Fifa offer. An EU offi- 
cial said that if the tickets 
were to be distributed 
through the French world 
cup organisers this would do 
nothing to satisfy its con- 
cerns that sales were being 
rigged in favour of French 

supporters. 

However, if the 150,000 
tickets were to be shared out 
through national football 
associations "that would be 


great news", said the official. 

Karel Van Mlert. EU Com- 
missioner for competition, 
recently gave the French 
organisers two weeks to 
ensure non-French fans had 
fairer access to the World 
Cup. He said he was arrting 
on “complaints from individ- 
uals. national federations, 
and the general outcry" over 
the shortage of tickets out- 
side France. 

Meanwhile Fifa officials 
are barely hiding their anger 
at the way Mr Van Miert has 
intervened - not for the first 
time - in football affairs. . 

“It Is absurd to suggest 
that a whole ticketing sys- 
tem can be revised at such, a 
late stage,” said a Fifa offi- 
cial. 


switch 
in Danish 


By Hilary Barnes 
In Copenhagen 

The like lihood of a change of 
government in Denmark 
increased yesterday when 
one of the country’s ce nt re 
parties, indicated it would 
support a centre-right 
administration in the gen- 
eral election cm March 11. 

Although tbe contest is so 
close that the decision by 
tbe Centre Democrats may 
not be enough to tip the bal- 
ance, their support would be 
essential for the Liberal and 
Conservative parties to have 
any chance of power. 

The Centre Democrats’ 
su pp ort is conditional, The 
party wants guarantees 
against cuts in certain wel- 
fare programmes and it will 
not support a government 
which places new restric- 
tions on refugees and immi- 
grants, one of the most sen- 
sitive issues in the election. 

The Centre Democrats, ■ 
who had live members in the 
179-seat parliament, gener- 
ally supported the incum- 
bent government, a minority 
coalition of the Social Demo- 
cratic party and the social 
liberal Radical party. The 
Liberal and Conservative 
parties have been out of 
office since January 1393.. 

A Gallup poll yesterday 
showed the Social Demo- 
crats and their leftwing 
allies with 48.9 per emit 
while the Uberal-Conserva- 
tive alliance and its allies 
were supported by 48.6 per. • 
cent, with the rest of the 
votes going to parties 
unlikely to win seats. . ' ■ 

If the final result is: as 
finely balanced as the poll 
suggests, the issue of who ; 
forms the next government' 
may be decided by the two 
members each who .are " 
elected for Greenland and 
the Faeroe Islands. 

Tbe most likely leader of a 
non-socialist government is - 
Uffe EUeroann-Jensen, head 
of the Liberal party, which is . 
registering about 25 per cent ■' 
is the opinion polls. This is. 
slightly more than in 1994,. 
when it won 23JJ per cent 




NEWS DIGEST 


Serb surrenders 
to UN tribunal 

A Bosnim Serb accused of war crixnes yesterday handed 
himself over for trial by the United Nations tribunal m 
The Hagtie, the third Serb to surrender voluntarily this 
month simo Zaric. said to have been a former police chief 
who took part m the “ethnic cleansing" of Modems and 
Croats in the north Bosnian town of Bosansld Samac, . 
protested his innocence shortly before giving himself up 
to Nato peacekeepers. 

Mr Zaric, who has a Moslem wife, said he would return 
as a hero, not just to the Serbs but his former Croat and 
Moslem neighbours. 

Diplomats In Belgrade said the Yugoslav authorities, 
adopting a more pragmatic policy towards the 
international community, had put pressure on the three 
Serf* - all from BosahsfcL Samac - to surrender 
voluntarily. ‘ 

Robert Gelbard, US enypyt 0 the Balkans, announced 
after talks with Slobodan Milosevic, the Yugoslav 

president, an Monday that the US was ready to make 

minor to Belgrade in recognition of its 

support for tbe new pro-western Bosnian Serb leadership. 
Bvft ttr sanp tinns barring Yugoslavia from tgtCTnatfonal 
financial institutions remain in place. 

Fifty-one suspects publicly indicted by the UN tribunal 
remain at large. Ouy Dmntore, Belgrade 

■ GERMAN SERVICE WORKERS 


World’s biggest union - planned 

Six of Germany's biggest -unions yesterday started 
drawing up formal plans to create a “super union” which 
- -with s.7m members, mostly in the service sector - 
would, be the biggest in the world. 

The unions' leaders are expected to debate the plan in 
May after preliminary talks this week, with the hope of 
having an outline structure ready by the end of this year. 
The new union would then be formed In 2000. If approved, 
if would be bigger than thepowerful IG Metall union, 
which has 2.66m members. 

Roland Issen. head of the DAG white-collar workers ' 
union, said the plan- represented a chance to “remove 
competition and ' cnmhfTM influence”. The other five 
unions involved include the public sector and transport 
union (OTV), the post onion arid the HBV trading, 

hanking and jnainiTic Kimt m-i r ‘ -7t. ; 

However, the GdED rafl workers union, which took part 
in yesterday’s'talks, announced zi would not be part of 
the plan. : ■ : Raiph Atkins, Bonn 

m CARTEL OFFICE - -r . 


Kirch investigation extended 

Germany’s competition watchdog, said- yesterday it would 
extend ah investigation into plans of Leo Kirch, the 
Bavarian mafia magnate, to boost his Satl channel. Tbe 
federal cai^’-offic£ ; 8^ "anfr^ into whether Mr 

Kirchshould be ailtnr raise his stake 'in 'the channel by 
15 percentage points to 58 per cent would be extended to 
July 3L. it bad been diie to end in early Marcb.- 
: “The deadline has been extended to July 31." the 
spokesman sa id “The investigation is how being 
conducted in connection with the probe in Brussels.” 

.The 15 per cent stake te held by the Holtzbrinck 
puEbshxng group, -which publishes the business daily 
Handelsblatt and weekly Wirtscbaftswoche. 

Dieter Wolf, toe motel: office president, said he might 
decide to block Mr Kirch's move on Satl. A cartel office 
spokesman said the office wanted to see first what the 
European Commission decided ’on^ a separate probe into 
Ah* Kirch’s planned digital television-alliance with media 
conglomerate Bertelsmann. . . Reuters, Berlin 

OUTDOOR MACHINSTY 


EU noise rules extended 

Mobilencranes and dmppers are among outdoor equipment 
te he subject 1 to noise limits for the first time under 
European Commission proposals published yesterday. The 
European Union’s executive also wants to force 
manufacturers to mark outdoor machines with 
guaranteed maximum noise levels to enable consumers to 
make mare informed choices. ■' 

The Commission said yesterday its aim was to protect 
health. Its proposals-for a directive on noise emissions 
coyer 55 types' of equipment including construction 
machines, garden machinery and municipal vehicles. Tbe 
restrictions would apply to new-xnachines rather - than 
existing ones and are aimed at manufacturers rather than 
users. 

In some cases the limit would initially be set well above 
anything likely to be emitted. Small lawnmowers for 
example would be restricted to 96 decibels. However, the 
Commission made clear yesterday that the limits would 
be tightened in subsequent revisions. 

Under tbe proposals existing limits would be ti ghtened 
by between three and six decibels for compressors, tower 
cranes and hand -held concrete breakers. For other 
equipment yesterday’s proposal confirm ex isti n g limits. 

The Commission's proposals would have to be approved 
by European Union members to cany legislative 
foruu- • v Michael Smith, Brussels 

GREEK PRIVATISATION 


Third attempt to sell bank 

Greece’s Socialist government yesterday launched a third 
attempt to privatise Crete Bank, a small hank which was 
taken under state control after a 5200m embezzlement 
scandal was revealed in 1988. Bids for a 97 pm- cent equity 
stake are due in June, and payment can be made in 
inst alm e nt s, according to the economy minis try. 

The bank’s nam e was changed from! Bank of Crete 
when it was offered for sale last year. The only bidder. 
Bank of Piraeus, an aggressive Greek private bank, 
refused to accept toerBrSeftm ($to«m) tthtimum price set 
by the government The re-vised tends- terms do not - 
include s minimum price, while the buyer would have to 

make a down-payment of only 3o per cent 

•Analysts said the more-favourable sale tarns reflected 
the government’s anxiety to blithe bank, which has a 
large branch network but is thought to have a size ab le 
burden of non-penforming debL The Socialists are trying 
to accelerate disposals crf small stete-controfled hanks but 
storng union resistance to privatisation has discouraged 
potential buyers. - Kerin Hope. Athens 

POLISH VENTURE 


Tractor group drops plans 

Ag^. toe international farm machinery manufacturer 
gnd distributor. . has dropped plans to invest in Poland’s 
ste^Kjwaea Ursua tractor factory, Rfau Wasaczrthe 
freasmy minister has said. Agco has spent well over a 

^ Jotot “vestment in Ursus 
stete-owned Industrial Development Agency, 
typ hoids a 20 pec cent stake in the afflpg tractor 

:: venture was to have gone ahead alter the 

^^^etionin Ursus’s 
TQQ m zlot y (519am) debt However, the new - 

^™mt-^ointed factary managemeri has made ho 

■5r£n ^ ^ ^ Solidarity . 

is opposed to foreign' 

^e^^Dreus-was too great" adeva^ment 

agency spokesman sato. - Otristopher^^^arsaw 
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NEWS: EUROPE 


Crimea poses threat to Russian-Ukrainian accord 

Chsi fles Clover on renewed tensions about sovereignty in the strategically valued peninsula 


s Russia and Ukraine 
prepare to" -patch, up 
. their rocky post-inde- 
pendence relationship. with 
an agreement which would' 
more, than doable : v their 
trade, one issue "stfll threat- 
ens to bring it an down - the 
fate of Crimea. . * . 

With . its ethnic Russian 
majority, a key- Russian 
naval base -and ii airports. 
Crimea “Is a detonator 
which could ; explode Ru£- 
sian-Dlcraihian relations at 
any time,’' said Leonid 
Grach, , leader of the Crimean 
Communist party, and the 
former political -boss of of 
the entire, peninsular in 
Soviet times. . 

The latest source of ten- 
sion was a decree last month 
by Leonid ~ Kuchma, 
Ukraine’s president.. This 
removed the ■ mayor, of -the 
historic resort of Yalta and 
placed the city under federal 
rule, apparently violating 
Crimea's autonomous status. 
The decree immediately 
rekindled calls- for a 
referendum to 'rejoin Russia 
followed by violent demon- 
strations and a crackdown 
by the Ukrainian authorities: 

The rocky peninsular used 
to be the traditional summer 
playground for the . Czars 
and then the Soviet elite., hi 
Soviet times it was marred 
by dozens of ugly high-rise 
hotels and sanatoria built 
by Soviet-era trade unions 
and other institutions. ' 


Formerly inhabitated 
mainly by Crimean Tartars 
it was incorporated into the 
Russian. empire by. Catharine 
the Great During the second 
world war Stalin forcibly 
exiled the Tartars to KazaMi- 
stan. Many have. - since 
drifted back to try. to reclaim 
their old homes and prop-' 
erty. 

Some Crimean politicians 
maintain that what is really 
now at stake is the fittare 
ownership of Yalta's hotels 
arid other proper t y about to 
b«L privatised. This, is ' a . 
highly emotive issue given 
the . peninsular's status as 


the top retirement spot for 
former senior party, KGB 
q pd military officials. 

The: root of the current 
tensions goes back to 1954 
when, oil the 300th anniver- 
sary. of Ukraine’s own incor- 
poration into the Russian 
empire, the Soviet Commu- 
nist party proclaimed an 
‘’everlasting union” between 
die two Soviet republics and 
ceded the peninsula to 
Ukraine, “as a token of the 
friendship of the Russian 
people". 

This was. a m eanin gl ess 
gesture while power was in 
the hands of the co mmunist 


party and the Soviet repub- 
lics were mere administra- 
tive ciphers. But when the 
everlasting union ended in 

1991 with the collapse of the 
Soviet Union, Crimea stayed 
with its new owners, and 
Russia felt the real impact of 
the loss of this strategic and 
beautiful place. 

Crimea's local politics 
reflects these tensions and in 

1992 the peninsula demanded 
and received from Kiev 
autonomous status and the 
right to form its own govern- 
ment This did not totally 
satisfy partisans of a return 
to Russia and in 1994 they 


threatened to hold a referen- 
dum on the issue. 

Top-level talks between 
the Russian and Ukrainian 
leaders defused the issue. 
But after the latest Yalta 
decree the Russian state 
Duma decided to delay ratifi- 
cation of a Ukrainian -Rus- 
sian friendship treaty signed 
last May. 

Last weekend, Yuri Luzh- 
kov, Moscow's mayor and a 
contender for Russia's presi- 
dency in 2000. raised the 
temperature further by call- 
ing for a return to Russia of 
the naval base of Sevastopol. 
This is the home port of the 
former Soviet Black Sea fleet 
which was divided up 
between Russia and Ukraine 
under previous agreements. 

On Monday tension rose 
further with the death of 
Alexander Safantsev, Cri- 
mea's deputy prime m inis - 
ter. He was critically injured 
by a bomb attack on Febru- 
ary 5 which coincided with 
the demonstrations in Yalta 
against the new decree. 

The bombing served as the 
catalyst for a crackdown by 
Kiev on “criminal activity” 
in Crimea, and for the past 
two weeks. Ukrainian televi- 
sion news has been domi- 
nated by footage of hand- 
cuffed Crimean toughs up 
against police cars, interior 
ministry commandos storm- 
ing Crimean mafia hideouts 
and rows of heavy weapons 
recovered from the dachas of 


Deal set to co-ordinate 

aerospace production 


Russia and Ukraine will 
agree to set up a special gov- 
ernmental commission to 
aid co-operation between 
factories from the two coun- 
tries, according to a wide- 
ranging economic agree- 
ment to be signed at the end 
of the week in Moscow, 
Charles Clover reports from 
Kiev. 

A Ukrainian official said 
the agreement was aimed 
primarily at smoothing the 
way for three aerospace pro- 
jects: the AN-70 cargo air- 
craft, a rocket booster called 
Sea Start, and the TU 134 
aircraft. 

Since the break-up of the 
Soviet Union, Russian and 
Ukrainian factories, which 
often produced different 
parts of the same finished 
good, have had trouble 
co-ordinating large manu- 
facturing projects. Last 
year, for example, disagree- 


ments between Russian and 
Ukrainian factories threat- 
ened a SSOOm project to pro- 
duce tanks for Pakistan, and 
a military parts trade war 
was only narrowly averted. 
Bickering also threatens the 
AN-70. 

Meanwhile, a group of 
Russian businessmen flew 
to Kiev yesterday to meet 
Leonid Kuchma, Ukraine's 
president, and discuss 
investments in Ukrainian 
enterprises such as the 
Linos oil refinery, the larg- 
est oil refinery in Ukraine, 
and the Nikolaevsky metals 
complex, the largest alu- 
mina refinery in the former 
Soviet Union. 

Ukrainian prime minister 
Valery Pustovottenko 
invited the Russians to take 
part in the privatisation of 
large-scale Ukrainian enter- 
prises, which is scheduled to 
begin in earnest this year. 


influential Crimean politi- 
cians who are now behind 
bars. 

The target of the crack- 
down Is the Party of Eco- 
nomic Rebirth, which con- 
trols roughly 40 of 96 seats 
in fhe Crimean parliament. 
The PER used to be an ally 


of Kiev and was instrumen- 
tal in foiling the 1994 
attempt by Russian national- 
ists in Crimea to secede. 
Three local PER deputies 
have been arrested to date, 
along with 40 other party 
members. 

Crimean politicians argue 


that the PER's “cnme" was 
to have been in control of 

Yalta with its more tban 170 
hotels and sanatoria worth 
billions of dollars. "This is 
really all about control over 
the hotels and sanatoria.” 
said Alexander Kalyus. the 
former acting mayor of Yalta 
who was removed by Mr 
Kuchma's decree. 

The decree charged the 
Yalta government with fail- 
ing to pay teachers salaries 
for four months. But Mr Kal- 
yus said this was because of 
Kiev levying high taxes and 
allowing the municipal gov- 
ernment to keep oaiy 12 per 
cent of its revenues last 
year. 

Anatoly Gritsenko, the 
speaker of the Crimean par- 
liament agreed “there was 
no basis for the Yalta 
decree” and added that such 
wage arrears were common 
throughout Ukraine. 

Mr Kalyus argues that 
business interests close to 
the central government are 
behind the Yalta decree. 
“The aim is to instal l the 
ruling Popular Democratic 
party INDP) in Yalta," he 
said. The NDP is the party of 
Valery Pustovoitenko, 
Ukraine's prime minister 
and is backed by President 
Kuchma whose son-in-law, 
Igor Franchuk, is the leading 
NDP politician in Yalta. Mr 
Franchuk could not be 
reached for comment 


Dutch balk byer 
bargains at the 
price of privacy 

By Gordon Cramb . The company pledged that 

In Amsterdam . ' ' ’ customer? details, would' hot 

be sold to third -parted But 

Two traits to which the marketing experts expect 
Dutch freely admit are a that Albert Hettn wiil refine 
fondness . for a discount at its own. database by buying 
the shops and a defermina- further details of those for 
tion to preserve privacy whom it now has addresses, 
behind their front dobr. So “The average Dutchman is 
when! the country's biggest registered in 900 different, 
supermarket chaiiL this places, and that information 
mouth sought to trade' one is? sold,* . says Koen van 
for -the other, it :got more Tankerennl the country’s 
tban it bargained for. •' . ■ consumer. association. . 

.The = promotion , started - Tht-i, bonus :< card , itself . 
spectacularly. From X pbpa* • .breaks ifiitte jnew ground.; It 
lation of same 15 5m, more is similar to loyalty pro- 
t h a n 2m signed up within ID-. grammes already offered 
days for a bonus- card with lessfanfere by smaller 
launched, by Albert Hefin as - Dutch rivals, - and by UK 
a way In secure its 28per chains such as Tes<x>. The 
cent share of the Nether- system was adapted ..from 
lands’ grocery market. - one in i^ at ^ of 
It provides reductions on Ahold's US subsidiaries, 
up to 400 items if shoppers at ■ : But the reaction it has 
the checkout produce, the evoked reflects the sheer size 
card, which is free. To get it, of Ahold Within Its home 
customers are being asked market, as well as sensitm- 
for name, address and family ties about, registering per- 
details. This will enable the sonal particulars. These date 
company to tailor maflshots from the second world war. 
based on spending patterns German occupation when- 
logged at the tiH. . households had to vouch for 

But at the weekend Albert those living under their rooL 
Heijn - flagship of iUiold, Long afto.TiberatloX a 1971 
the Amsterdam quoted inter- . census was widely boy cot- 
national stores group - had • ted, and' no. such headcount 
to take fufl page advertise- has been a ttem p ted since, 
ments in national newspa- AlbertHenn will be ahle to 
pers to clarify that shoppers keep track of its customers 
did not have to surrender even if they move house, by 
their anonymity to. get. a entrusting 'the upkeep of its 
card. All they would miss database to KPN, the priva- 
out on was the occasional Used posts and telecoms util- 
targeted offer of -minority ity. At the same time, it win 
products such as dog food or need to put less into adver- 
decafieinated coffee. • - rising; because it can pin- 

This followed a finding by point those it t h i nk s would 
the government's data pro- spend, more if encouraged, 
lection agency that the com- Erik.Muller. head of public 
pany should have made, that relations, admits the corn- 
option clear from the start, pany. purposely avoided 
and ought to have specified making dear that obtaining 
more clearly what it planned a bonus card did not-require 
to do with the information- completing the form handed 
Indignant . ■ customers out at the entrance to .its 
included the mother of an stores. “If we say you do not 
1 1-year-old girl who came have to give your name, 
home with a card. Letter nobody does.” 
writers to the papers urged But until clarification 
subverting the system by came at the weekend, only 3 
regularly swapping cards per cent were refusing. “The : 
among friends, relatives and Dutch are. very keen on 
workplace colleagues. prices,” said Mr Muller. 


offered for sale 


By Theodor Tri*v in Sofia 
and Kerin Hope ki Athens 

Bulgaria's slow-moving 
privatisation programme has 
taken a' stop forward with 
controlling ' stakes in the 
counties three big ship- 
yards being. •• offered for. 
sale. 

Bids fen* the Kousse yard 
on the -Danube river, which 
builds tugs jrad small ocean- 
going vessels, are due to be 
submitted early in April. 
The government Is selli ng an 

BO per cent stake in the yard, 

with the remaining shares 
reservecHor employees. 

Bids for 'the Bourgas and 
V arna yards, both on Bulgur 
la's . Black Sea coast, win be 
invited in the next few 


7 weeks and the government 
piano to complete all three 
disposals by - midsummer. 
DFC. the Madrid-based con- 
sultants, are advisers to the 
government. 

. The- pro-market govern- 
ment elected last April 
• pledged to speed privatisa- 
tion und er the terms of a 
$5l0m stand-by loan agreed 
with the the International 
Monetary Fund. However, 
the fast-track privatisation 
scheme for banks and key 
industries has met with 
delays. 

Bulgaria's shipbuilding 
industry struggled to survive 
-alter the collapse of commu- 
nism wiped out its captive 
markets in the former. Soviet 
Ifiriori. 
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MALAYSIA 
Bullish on Bouncing Back 

! 


We Malaysians, however, expect this to clear too. 
In due time. With an optimism that is borne out 
of four decades of incredible economic growth 
the world has been witness to. 


With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 
to see us through. With the determination to do 
everything for the economy to bounce back. 


And bounce back we will. How con we 
be so bullish about it? Because weVe 
overcome other adversities before. 

And we'll do it again. 


There have been dark clouds hovering over Malaysia 
lately. One such cloud has cleared... the haze. 
Yet when we were about to enjoy blue skies again, 
another dark cloud set in... economic uncertainty. 
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ASIA-PACIFIC 


Laws favouring Malay businesses relaxed 


By Sheila McNulty 
in Kuala Lumpur 

Malaysia is to relax rigid 
racial laws favouring Malay 
businesses to mitigate the 
impact of the regional finan- 
cial crisis. 

The controversial bumipu- 
rra policy has for decades 
been the cornerstone of Mal- 
aysia's economic policy. 

Daim Zainnddin. a confi- 
dant of Mahathir Moham- 
mad. the prime minister, 
said the government would 


open ownership in Malay- 
dominated companies to 
other ethnic minorities in 
Malaysia, such as Chinese 
and Indians. This would 
include strategic industries 
such as the national carrier 
Malaysia Airlines. 

“If there are groups pre- 
pared to hny [into Malay 
companies 1. the government 
is not going to stop them." 
Mr Daim said. 

Mr Daim is probably the 
most influential of the eco- 
nomic advisers surrounding 


the prime minister. Be is a 
former finance minister and 
Is currently executive direc- 
tor of the National Eco- 
nomic Action Council, a spe- 
cial panel formed by the 
prime minister to tackle 
problems arising from the 
regional crisis. 

The system of bumiputras 
(sons of the soil), which 
gives indigenous Malays 
special privileges, was intro- 
duced after bloody race riots 
in 1969. The affirmative 
action was designed to give 


the majority Malay race eco- 
nomic parity with the coun- 
try’s wealthier Chinese 
minority. The policy states, 
for example, that Malays 
must own at least 30 per 
cent of a company’s equity. 

Mr Daim revealed the pol- 
icy shift at an Informal 
meeting with media. The 
unceremonious manner of 
its delivery did not surprise 
observers who say the 
authorities fear a political 
backlash from the Malays 
when they are straggling in 


an economic downturn. 

In recent months. Malay- 
sian share prices have 
plunged and the ringgit has 
been sharply depreciated as 
a result of the regional 
financial crisis. 

The government has 
resisted turning to the Inter- 
national Monetary Fund, as 
neighbouring countries have 
done. 

Instead the government 
has announced austerity 
measures freezing several 
big-ticket infrastructure 


projects such as the $5bn 
ftwknn Dam. 

During Malaysia's last 
economic downturn, in the 
1980s, the authorities eased 
restrictions on Malay owner- 
ship in manufacturing. The 
relaxation led to an inflow 
of foreign investors ■ that 
allowed the sector to create 
broader economic growth 
over the next decade. 

Dr Mahathir had hinted 
tbr some time that farther 
liberalisation measures 
would follow. . . 


Kim stands tall before bowed Korea 

John Burton detects signs of hope invested in one man, who will be sworn in as president today 


T he first reaction was 
denial. Anger fol- 
lowed. And then prag- 
matism. Today, when Kim 
Dae-jung is sworn in as their 
president. South Koreans 
might just allow hope to out- 
weigh their gloom about the 
economic circumstances that 
have befallen them since last 
aut umn. 

Such a change of mood is 
almost wholly down to the 
man himself. His record as 
courageous dissident during 
the days of military rule and 
bis consistent criticism of 
Korea's industrial conglom- 
erates have endowed him 
with colossal moral author- 
ity among tbe country's 
egalitarian-minded people. 

“He is a wonderful man 
and deserves a chance to be 
president It's tbe right time 
for him to be our leader," 
said Koh Han-sook. a grand- 
mother who at 76 is only two 
years older than Mr Kim. 

The renewed sense of hope 
is only the latest in a roller- 
coaster of emotions that 
Koreans have felt since the 
financial crisis broke last 
autumn. Koreans at first 
refused to believe that their 
economy was in trouble. 
Then they angrily accused 
the International Monetary 
Fund of demanding changes 
that would weaken the 
nation and cause social 
unrest. 

But since Mr Kim's elec- 
tion, the the nation has 
quickly mobilised on a semi- 
war footing in response to 
patriotic appeals to over- 


The coming of Kim 


Dec 3 1997: Record S57bn bail-out Dae 22: Kim backs ptan far 

package signed with International Monetary accelerated opening of Korea's 
Fund. Opposition presidential candidate closed financial markets In effort 
Kim Dae-jung caifa ft a ‘national humiliation' to avoid foreign debt default 

Dec 1& Kkn narrowly elected president in Jan 28 1998: Korea succeeds in 
first opposition vrclory smee South Korea's rescheduling $24bn tn overseas 
establishment In 1948 bank debt with International crecfitom 

Dec 19: Kim pledges fuR support for IMF Feb 14: Parliament approves laws to . 
programme and promises to promote promote corporate reform aid adfcg ijB 

economic reforms ^ lifetime employment gueranteeg j^ . * 
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come tbe economic crisis 
that followed the collapse of 
the country's currency, the 
won. More than $lbn in gold 
and diamonds have been col- 
lected to help pay the 
nation's foreign debt. 

A campaign has been 
launched for blood donations 
to reduce imports of expen- 
sive plasma, while sales of 
foreign consumer goods have 
dried up in an effort to cut 
the trade deficit. 

Opinion polls show that 


more than 80 per cent of 
Koreans rate Mr Kim with 
approval compared with the 
single-digit ratings for his 
discredited predecessor. Kim 
Young-sam. who plans to go 
into quiet retirement and 
avoid public events after 
being blamed for Korea's 
worst economic crisis in two 
decades. 

Moreover, the new presi- 
dent has confounded sceptics 
by embracing economic 
reforms after at first oppos- 


ing the tough conditions 
attached to the IMF rescue 
package. 

Even before taking the 
oath of office, Mr Kim has 
emerged as de facto presi- 
dent by taking charge of 
efforts to open financial mar- 
kets. relax rigid labour laws 
on job security, and intro- 
duce market reforms that 
expose the protected con- 
glomerates. know as chaebol, 
to greater foreign competi- 
tion. 


However, in spite of a 
relentless media campaign 
extolling tbe virtues of sacri- 
fice for the nation, some 
people complain about peer 
pressure to make donations. 
One executive said he 
returned from an overseas 
trip to find that his wife had 
donated the family's gold 
possessions. “I was angry 
but my wife said I needed to 
set a good example for my 
company." 

Moreover, some believe- 
tfaat they have been unfairly 
singled out because their 
businesses have overseas 
affiliations. A manager for a 
local outlet of Bennigan's* a 
US restaurant chain, said 
that sales were down by 40. 
per cent because customers 
did not want to be seen eat- 
ing in a "foreign" restaurant, 
although it is owned by 
Koreans. 

Morale has been boosted 
by a recent agreement 
among Korea’s foreign credi- 
tors to reschedule $24bn in 
bank loans, which some offi- 
cials claimed meant that 
Korea had turned the 
comer in its the economic 
crisis. 

You Jong Keun. a senior 
economic adviser to Mr Kim. 
warns that Koreans have 
grown complacent in the 
belief about a recovery. 
“There is less of a sense of 
urgency than there was two 
months ago. Korean people 
are not feeling the pain of 
reform. The real pain has yet 
to begin.” 

Unemployment remains 
low at 3 per cent and mass 


redundancies are so far lim- 
ited to companies that have 
gone bankrupt, although the 
numbers are climbing. None- 
theless. there. is a sense of 
foreboding as the govern- 
ment predicts that the num- 
ber of jobless could soon 
double to 1.1m. 

Kim Sang-chul worries - 
about his job at a company 
that supplies equipment to 
Korea’s big. semiconductor 
companies, which are 
heavily indebted and are cut- 
ting back on investments. 
“Business is bad because the 
chipmakers have postponed . 
planned plant projects in the 
UK, which my company was 
depending on for sales this 
year.” 

Economists are warning of 
a “March crisis” when 
domestic banter might call in 
short-term corporate loans 
that could send many com- 
panies to the walL ' 

Although tbe. government 
is downplaying the threat of 
mass corporate bankrupt- 
cies, analysts believe that 
time is running short for 
Korea because . a .slump. In 
domestic demand and possi- 
bly weak export performance 
could make it difficult for 
over-borrowed companies to 
service their debts. 

Mr Kim’s inauguration 
today, which will be marked . 
in a festive atmosphere as 
thousands of guests witness 
the swearing in ceremony at 
the National Assembly 
accompanied by celebrations 
around the capital Seoul, 
could prove to be the calm 
before the storm. 


NEWS DIGEST 

HK’s electoral 
system attacked 

Pro-democracy parties in Hong Kong hav e stro ngly 
criticised electoral arrangements in the territory 
following reports that' some large companies have • 

increased their votes in forthcoming elections through the 
use of shell companies. Local newspapers said companies 
have exploited shell companies to raise their votes m 
functional constituencies, the professional and 
i»nmmwpiai groups which will select30 of the 60 seats to 
May’s legislative elections. 'The Democratic party calls 
for a foil inquest into these fraudulent arrangements and 
for the abolition of the ftmctional constituency system . 
which encourages this type of abuse." said Martin Lee, 
leader of the Democratic party: 

Government officials rejected claims that companies 
have been creating shell companies to secure votes, 
adding that the ultimate aim of electoral development is 
to introduce universal suffrage- Although shell companies 
are no longer allowed to join industry associations 
represented on functional consftnenctes.^ those that 
previously exploited the loophole can continue to secure 
votes through payment of annual registration fees. 

In the ra s e of the real estate developers association, the 
fee is just HKS2.000 ($260). John Ridding. Hong Kong 

■ CHINESE RIGHTS 

EU switches to dialogue 

The European Union has decided to switch from 
confrontation to dialogue with China in its efforts to get 
Beijing to improve human rights. The public change in 
tactics at Monday's meeting in Brussels of EU 

foreign ministers. 

• They agreed that , for the first time in many years, the 
EU would not try to table a resolution critical of China at 
the spring session of tbe United Nations h uma n rights 
commission in Geneva month. Instead. EU ministers 
are pinning hopes for dialogue on the first ever su mm i t 
the EU is to hold with China a month later in London. 

PastEU resolutions have been blocked in Geneva by 
China, and year the EU only embarrassed itself when 
it even failed to agree oh a c ommon resolution text. Robin 
Cook, foreign secretary of Britain which currently holds 
the EU presidency, said the EfTs “new approach” 
reflected progress by China. David Buchan, London 

■ UTTAR PRADESH 

Court seeks proof of majority 

Political turmoil in India's most populous state, Uttar 
Pradesh^has taken a new turn, with the Supreme Court 
asking each of the rival contendere for chief ministership 
to prove they command a. majority in the state parliament 
tomorrow:.-.. 

| ... The contest will pit Kalyan Singh, the state BJP leader, 
a pafng f- ja gflamhUfa Pal a former Congress member, who 
was among two dozen legislators who split the state 
.Congress.four months ago to support a BJP-led coalition 
state government. Tim BJP-led government was dismissed 
last weekend by state governor Romesh Bhandari. Mr Pal 
was sworn in as toe hew Uttar Pradesh chief minister. 

However, BJP leaders, including the party’s prime 
ministerial candidate Atal Behari Vajpayee, attacked Mr 
Bhan dan’s action, saying the coalition was entitled to 
face a vote oh the assembly floor rather than be sacked. 

- ' Amy Louise Kazmin, New Delhi 
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Beijing may ease bank debt 


By James Kynge in Beijing 

China is considering a 
special bond issue to help 
recapitalise its state-owned 
commercial banks. 

The idea of issuing bonds 
to help state banks write off 
crippling bad debts has been 
raised before but yesterday’s 
suggestion seemed to signal 
a new momentum. The trou- 
bled banking sector is one of 
China’s biggest economic 
problems. 

The slate council, or cabi- 
net, recommended that the 
finance ministry carry out 
the issue. Tbe proposal was- 
under review by the highest 


caucus in China’s . parlia- 
ment the NationaCPeople's 
Congress, which is due to 
convene from March 5. 

China’s ■‘big four" state- 
owned banks, which account 
for more than SO per cent of 
the country's banking busi- 
ness. are believed by many 
analysts to be technically 
insolvent Officials concede 
that 20-25 per cent of their 
loan portfolios would be clas- 
sified as problem loans by 

western standards. 

Authorities say it is imper- 
ative to reinvigorate the 
banking sector to free up 
funds, partly to help restruc- 
ture China’s vast, loss-mak- 


ing, state enterprise sector, 
one of the country’s princi- 
pal economic tasks for 7 the 
next three years. . 

Chinese commercial bank- 
ers said proceeds of the bond 
issue would be added to the 
big four banks’ capital, free 
of interest, There^ was no 
indication how . large ’ the 
bond issue would be or when : 
it might occur. 

Dai X ianglong, governor of 
China's central bank, out- 
lined ea r lier t his year a rela- 
tively comprehensive pro- 
gramme to strengthen 
regulation over China’s 
banks, force. the closure of 
money-losing branches and 


accelerate debt write-offs. 

As part of: this stream- 
lining effort authorities 
announced yesterday that 
the assets and liabilities of 
China Agribusiness Develop- 
ment Trust and Investment 
Corp., formerly China’s sec- 
ond biggest trust and invest- 
ment concern, have been 
divided up among other 
finanri^i entities. 

The company closed last 
year after real estate and 
stock market investments 
went against it. China Con- 
struction Bank took over its 
domestic' business and the 
Bank of China was due to 
handle its affairs offshore. 
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In search of a better correspondent 
in Turkish banking? We strongly 
recommend a truly global partner 
with none of the local dissonance. The only 
mulri-branch Turkish bank awarded long- 
term A rating three years in a row’ by Capital 
Intelligence. The highest rated emerging 
market bank by Thomson Bank watch- The 
Turkish bank whose high regard among 
international financial community generated 
Si billion in funding facilities in 1996 and 
S930 million in 1997. The Bank that has 
completed several asser backed securitization 


programmes with maturities 5-7 
years. The Bank thar was selected 
as the “Best Bank of Turkey" by 
Euromoney for 5 consecutive years. 
Then again, if you think your correspon- 
dent in Turkey should also have local 
strength, who could be a better choice than 
a bank that handles 12% of Turkey’s 
exports and 6% of Turkey imports? A bank 
whose foreign currency business volume 
totaled S22.9 billion in the first nine 
months of 199". A correspondent bank 
with global standards and local power. 


GARANTi BANK 
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F ilm stars are making 
way for political stars 
in the city of Bombay, 
which is emerging as one of 
the telling battlegrounds in 
the final week of India's 
staggered elections. 

Today Atal Vajpayee, star 
political performer of the 
Bharatiya Janata party 
< BJP;. arrives in the west 
coast city just behind Sonia 
Gandhi, who addressed 
200, (XX) supporters at a rally 
in Shivaji Park last week- 
end. 

BJP activists said an even 
larger crowd awaited Mr 
Vajpayee, who is described 
by admirers as “the man 
India awaits". 

The sudden rush of atten- 
tion has bemused many 
Bombayites. “What does it 
matter?” said Shirin Shroff, 
an advertising executive 
who said she was more 
excited by the visit last 
month of model Cindy Craw- 
ford than the prospect of see- 
ing Sonia Gandhi or Atal 

Vajpayee. 

The cynicism is under- 
standable. Bombay is not a 
political city like Delhi. It is 
India's financial and indus- 
trial heartland. Its commer- 
cial elite has avoided the 
hustings but bankrolled 
favoured candidates. 

The commercial elite 
wants a return to the boom 
days of 1994-95, when stock 
markets roared and con- 
struction sites buzzed with 
activity. 

It was a heady signal of 
the optimism driving the Ub- 
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eralisation policies of the 
Congress finance minister. 

Manmohan Singh. Today the 

markets are subdued, the 
construction sites empty. 

India’s politicians are 
therefore watching this 
metropolis of 14m people 
with interest 

The BJP and its allies face 
a more or less straight fight 
against a Congress-led coali- 
tion in Maharashtra. If Con- 
gress wins back seats, it will 
do so at the BJFs expense 
reducing its chances of form- 
ing a national government. 
And whoever holds power in 
Delhi after the national elec- 
tion is likely to win power in 
Bombay too. 

The current BJP-Shiv Sena 
state government depends 
on tbe votes of independents 
in the local assembly to stay 
in power. They are likely to 
jump ship if Congress comes 
to power at tbe centre. The 
general election is therefore 


also a fight for control of 
Mantralaya, the Bombay 
state assembly.:' ’ 

The state of Maharashtra, . 
of which Bombay is the capi- 
tal, has 48 MPs. Bombay 
returns six. Anecdotal evi- 
dence suggests Congress 
could recover. ' 

“Congress could Win 20 . to 
24 seats in this state,” *”*3 
Kumar Ketkar, editor, of the 
. Maharashtra Times. If so. he . 
said, “it is likely to lead the - 
next government". ‘ ' 

Maharashtra's BJP/Shiv- 
Sena government is a coali- 
tion of strident Hindu' reviv- 
alists. -Ideologically,- they- are 
as one. unlike the opportu- 
nistic 15-member coalition - 
ruling in Delhi,' whose col-, 
lapse precipitated India's 
elections.- , . ’.T .... 

The BJP/Shfv Sena ousted 
Congress to Maharashtra at 
the last state .election ffiree 
years ago. Polls suggests this 
time Congress ajiuto restore 
its ascendancy in tbe city 
where the party was founded 
in the last century and 
. which it regards as its natu- 
ral homeland. 

Congress was swept out in 
M a h arash t ra on a wave of 
grassroots agitation led by 
Bal Thackeray. a fierce advo- . 
cate of Hindu supremacy. 
The leader of Shiv Sena, a 
milit a nt Hindu youth outfit, 
he to a brifflant political car^ 
toopjst and admirer , of tin* 
Bnglish author William 
Thackeray, whose name he 
adopted. He is also 
i mme n s ely popular in the 
slums of Bombay. 
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Mr Thackeray has fried to 
counter the Sonia effect by 
ridiculing her Italian, back- 
ground. 

He. mimicked- Sonia’s 
Hindi pronunciation ■ before 
ait adoring crowd of young 
Maratha men waving saffron 
banners at a recent rally 
If India wants to be ruled 
by a foreigner, he said, why 
not turn to the British. “At 
least they - have 300 years’ 
experience;’; 

S hiv Sena and the BJP 
are making' much of 
toe. state government's j 

dampdown over law-and-or- 
der - often directed against 
Mosfem gangs - which has 
seen seyeral .gangsters- shot . 
dead in . • • controversial 
’’encounters*. Subash Desai, 
the party’s chief spoilsman, 
said: ^Before -we : came 'to. 
power bustoeissmea lived hi 
fear of. extortion.^ -.. — 
Congress .is pinning its 
hopes on the^Sontafactor", • 
which -has. galvanised the 
party and res&tecTxts stand- 
tog i n many regions! The 
party also expects to ride on 
a backlash against the stato 
government, ":.2. ... 

it tots picked*' up an local 
issua';j^h''asrxuiag:' rente 
and poor sugar prices in the 
wutttry^de. :^ -. J/" . 

“We wprp. Jflrking - charis- 
matic leadership." sakt .Nai> 

«udra Verma. jd^ secretary ; 
of Indian Youth Gmigress. 

But with 'Sapia back Morale 
had "soared* he sahL- - - 

‘ft,. 
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NEWS: THE AMERICAS 


Warning over Asia ‘bloodshed’ 


By Nancy Dunne 
in Washington ' 

Stuart Elzenstat,' US 
undersecretary of state,' yes- 
terday warned that failure 
by the US to take. leadership; 
in the Asian financial crisis 
could result -in instability 

and bloodshed in the 'region. 

Vital US Interests , were at 
stake in the Asian financial 
crisis, - including Washing- 
ton's ability, to mobilise 
future support for. human 
rights and- democracy in the 
region, he said. 

Mr Eizenstat, who testified 
yesterday before a key. 
House of • Representatives 


subcommittee, is one- of 
. many administration figures 
1 an- Capitol -HSU -pushing for 
the passage or a p7Jbn US . 
contribution to the Intema- 
-rional Monetary Fundi ~ His 
foie Was to convince a relueT . 
tant Congress that vital US 
interests are at stake. - 
A South . Korea weakened 
by economic, troubles could 
Invite “thiscalculation" by 
■North .Korea, leading to 
“Conflict on the volatile Kor- 
ean peninsula", be said. 
Indonesia's problems could 
“exacerbate social tensions 
and rekindle national- 
istic excess”!. The.-- Phil-, 
ippinea remained “vulnera- 


ble to continued turmoil”. 

He added that the success 
of Asean (the Association of 
South East Aslan Nations) 
should not be taken for 

granted. “The peace and 
progress it has helped to 
bring to southeast Asia may 
seem natural. But go back to 
the mid 1960s - there was 
tension, there were bloody 
insurgencies, there were 
shooting wars... there were 

mmiriima l frilling *- . 

“The changes since then 
have been astounding, but 
prolonged economic crisis 
and the attendant jobles- 
sness, impoverishment and 
despair could revive internal 


instability and provide fer- 
tile ground for extremism.” 
Guest workers may be 
sent borne from the ailing 
economies, and the flow of 
economic refugees could 
increase. “In a region where 
old suspicions and ethnic 
rivalries persist, the risk of 
instability spreading is real” 
Mr Elzenstat said the 
countries hardest hit were 
among the US's most vital 
allies. The crisis could strain 
the ability of South Korea 
and Japan to share the 
financial burden of main- 
taining forces in the region - 
including 37, OCX) US troops 
on the Korean peninsula. 


Ms Charlene Barshefsky, 
US trade representative, 
stressed the new business 
opportunities being opened 
up by IMP programmes. 

Thailand has made com- 
mitments to restructure pub- 
lic enterprises and accelerate 
privatisation in key sectors. 
These will allow foreign 
competition into energy, 
transport, utilities and com- 
munications. South Korea 
has agreed to improve mar- 
ket access for many prod- 
ucts, while Indonesia has 
agreed to end government 
support for its national car 
programme, a project the US 
has challenged in the WTO. 


Green span admits to uncertainty 

Fed central forecast on US economy could be seriously inaccurate, up or down 


By Gerard Baker . 
in Washington . 

W hen Alan Green- 
span. the chair- 
man of the Federal 
Reserve, last testified before 
the US Congress on the.econ-. 
omy a month ago, his mes- 
sage was : essentially an 
upbeat one. Though growth 
in. 1997 had been too fast for 
inflationary comfort, this 
year the effects of the Asian ' 
crisis -would probably be 
“helpful”. 

While that remained the 
core message of the chair- 
man's semi-annual Hum- 
phrey-Hawkins testimony 
yesterday, Mr Greenspan 
went much further in 
acknowledging that there 
were now significant risks 
that could , render that cen- 
tral forecast seriously inac- 
curate - in. either direction. 

The Fed cautiously 
expects growth this year to 
be between 2 and 2.75 per 
cent, against last year's esti- 
mated 3.8 per cent Inflation 
should stay in its benign 
range of the last year of 1.75 
per cent to 235 per cent. 
Unemployment is also expec- 
ted to remain low - probably 
below 5 per cent. The main 
reason for the slowdown in 
growth and continued weak- 
ness of Inflation, is that the 
Asian effect should bring 
demand for labour back into 
line with growth of the. 
labour supply! 
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But Mir Greenspan readily 
admitted that all this was 
highly uncertain. “The fore- 
casts —for the performance 
of the US economy are more 
tentative than usual,” he 
said. Growth could prove to 
be much faster than forecast 
- prompting .even -lower 
unemployment and an accel- 
eration. in wages. On the 
other band, it was quite pos- 
sible it could slow sharply - 
with accompanying risks of 
a financial shakeout and 
severe slowdown. 

Hie Fed- chairman warned 
of two sets of risks that the 
US faced in 1998 - Interna- 
tional and. domestic. - . . 

On the international side, 
he cautioned that the “storm 
clouds”, in -Asia could pro- 
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dace more of a deluge for the 
US economy than is cur- 
rently forecast which “might 
damp activity and prices by 
more than is desirable". 

However, there was also a 
chance the Asian effect 
would not prove sufficient to 
stifle ihe powerful forces of 
domestic demand. 

Mr Greenspan also took 
pains to point out that there 
were a number of domestic 
risks that threatened to 
bring an untimely end to the 
long period of solid growth 
with low inflation in the US. 

The first of these was a 
theme the Fed chairman.bas 
cautiously identified before 
- excesses in financial mar- 
kets with banks extending 
loans to riskier projects. 


In another characteristi- 
cally delicately worded 
warning about stock prices, 
Mr Greenspan echoed his 
infamous “irrational exuber- 
ance" comments of Decem- 
ber 1996: “Quite possibly. 12 
or 18 months hence, some of 
the securities purchased on 
the market could be looked 
upon with some regret,” he 
said. 

The second domestic risk 
was a political one: the grow- 
ing tendency towards isola- 
tionism in Congress. Last 
year, lawmakers refused to 
grant President Bill Clinton 
“fast-track” authority to 
negotiate trade agreements. 
This year, they are threaten- 
ing not to approve funding 
for the International Mone- 


tary Fund to help it deal 
with the Asian crises. Mr 
Greenspan warned that if 
“we were to cede our role as 
world leader or backslide 
into protectionist policies," 
US growth would suffer. 

Third, it was too soon to 
pronounce inflation dead. 
Though great strides had 
been made towards price sta- 
bility, vigilance was needed. 
Mr Greenspan again spoke 
supportively of the view that 
the strong US economic per- 
formance of recent years 
owed much to rapid produc- 
tivity growth. Heavy invest- 
ment in computers had 
raised output per worker by 
enough to produce big 
increases in real wages with- 
out pushing up inflation. 

But he cautioned that it 
was still too soon to say 
whether these changes had 
lifted the US on to a perma- 
nently higher growth path. 

Overall this uncertain bal- 
ance of economic risks had 
persuaded the Fed to alter 
its policy stance at the end 
of last year. Throughout 
1997, the Fed bad adopted a 
“bias towards tightening" 
interest rates. But for the 
early part of 1998 at least, 
the central bank has shifted 
to a symmetrical stance. 
That means even the saga- 
cious Mr Greenspan cannot 
say, with any degree of cer- 
tainty, on which side - 
recession or inflation - the 
risks are larger. 


Internet 

taxation 

dispute 

escalates 


By Nicholas Denton 
in San Francisco 

The battle over tax revenues 
from internet commerce 
intensified yesterday when 
most VS states came out 
against a bill supported by 
the high-tech hotbeds of Cal- 
ifornia. New York. Massa- 
chusetts and Virginia. 

CS state governors, at a 
meeting of the National 
Governors’ Association, 
called for a national system 
of taxation for goods and 
services bought over the 
internet. 

Most supported an idea 
from Michael Leavitt, gover- 
nor of Utah, allowing each 
state to impose one internet 
sales tax. The proposal is at 
odds with the Internet Tax 
Freedom Act, a bill banning 
new taxes on online com- 
merce until 2004. The Bouse 
of Representatives expects 
to vote on this in March. 

Internet commerce is 
booming, with more than 
glbn spent on online shop- 
ping in the Christmas sea- 
son alone in the CS. 

US states fund services 
such as law enforcement 
and education through sales 
taxes levied through local 
retailers. Internet retailers, 
like catalogue sellers, do not 
charge sales tax if the pur- 
chaser lives out of state. As 
local retailers lose business 
to online stores based in 
states such as California, 
rural and rustbelt states 
will lose both corporate and 
sales tax revenues. 

■ The European Commis- 
sion has criticised a US pro- 
posal for reforming the 
internet’s naming and 
address system, saying it 
would give the US too much 
control over the global com- 
puter network. Reuter 
reports from Brussels. 

Washington formally pub- 
lished a proposal last week 
for phasing out its manage- 
ment of the address system 
for internet locations - such 
as e-mail and World Wide 
Web sites - and turning it 
over to a US-based non- 
profit corporation. 


US tobacco 


giants 

tough 


By Mark Suzman 
in Washington 

Executives of the biggest US 
tobacco companies yesterday 
told Congress they would 
not accept a national settle- 
ment that Tailed to provide 
the industry with some form 
of limited immunity against 
future lawsuits. 

The uncompromising 
stand comes as Congress is 
increasingly reluctant to 
agree to such immunity as 
part of the proposed S368.5bn 
settlement following the 
release of documents show- 
ing the industry had deliber- 
ately targeted underage 
smokers. 

In testimony to the Senate 
Commerce committee, the 
chief executive officers of 
Philip Morris, UST, Loews, 
Brown & Williamson and 
RJR Nabisco, stressed that 
many of tbe proposed 
restrictions on tobacco mar- 
keting and advertising 
required the industry volun- 
tarily to waive its constitu- 
tional rights. 

They warned that if Con- 
gress passed legislation that 
raised tobacco taxes without 
liability concessions, those 
restrictions and many other 
public health provisions 


take 

stand 


would never come into 
effect. 

Under the proposals, 
tobacco companies would 
settle all outstanding law- 
suit s with the states while 
agreeing to tough regulation 
by the Food and Drug 
Admin istation and strict lim- 
its on their ability to market 
tobacco products. 

In exchange, the industry 
would be protected from 
class action lawsuits and 
punitive damages for past 
misconduct. Legal payouts 
in individual cases would be 
capped at $5bn a year. 

Geoffrey Bible, chief exec- 
utive at Philip Morris, said 
such a deal would provide 
much wider benefits for tbe 
public than leaving the mat- 
ter in the hands of the 
courts. 

Nick Brookes, chief execu- 
tive at Brown & Williamson, 
warned that increasing the 
settlement could force com- 
panies out of business. 
However. John McCain, com- 
mittee chairman, warned 
that because the Industry' 
had lied in the past about 
marketing to children and 
tbe addictive qualities of nic- 
otine this made it more diffi- 
cult to believe what they 
now said. 


Student setback 
over science skills 


By Victoria Griffith in Boston 

US students rank near the 
bottom of the international 
league in maths and science 
skills, according to a study 
released yesterday by Boston 
College and funded by the 
US Education Department. 

Secondary school pupils in 
the US scored higher than 
just three nations - Lithua- 
nia. Cyprus and South 
Africa - in tests that com- 
pared students in 21, mostly 
industrial, countries. The 


results are particularly dis- 
appointing for US educators, 
who have long considered 
math and science the school 
system's strengths. 

The Netherlands received 
the highest marks, followed 
by Sweden, Iceland, Norway 
and Switzerland. 

The test-takers' age may 
have affected results. 

Tbe average ages ranged 
from 16.9 in Russia to nearly 
21 in Iceland. The average 
age of US test-takers was 
18.1. 
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NEWS: INTERNATIONAL 


IRAQ AND THE UN: DISMANTLING THE WEAPONS 


Doubts over Unscom’s authority 


Kofi Annan, UN secretary- 
general. was yesterday 
pressed by the US and 
Britain for assurances that 
he had managed to preserve 
the professional integrity of 
the UN mission charged 
with dismantling Iraq's 
arsenal of deadly weapons. 

Critics say (he llth-hour 
agreement with Iraq at the 
weekend could further 
undermine the UN disarma- 
ment mission. Unscom. Mr 
Annan went to Baghdad 
with instructions to preserve 
Unscom’s control over disar- 
mament. Parts of his agree- 
ment, however, leave ques- 
tions about who is in charge. 

OIL-FOR-FOOD 


Article 4A of the agree- 
ment calls for creation of a 
“special group", comprising 
senior diplomats appointed 
by Mr Annan and disarma- 
ment experts from Unscom 
and the International Atom- 
ic Energy Agency. Mr Annan 

Is to appoint a commissioner 
to head this group, which 
some diplomats call the “dig- 
nity police". 

Security Council members 
yesterday peppered Mr 
Arman with questions about 
the agreement, which, if suc- 
cessfully implemented, could 
avert military action against 
Iraq. Bill Richardson, US 
ambassador to the UN. asked 


who would be chosen as the 
commissioner. Diplomats 
pointed out that the appoint- 
ment of a new chairman 
would detract from 
Unscom’s authority. 

Article 4 B refers to “spe- 
cific detailed procedures" 
which will be developed 
given the special nature of 
the presidential sites. Mr 
Richardson said the US 
needed "clarification on a 
number of issues”, including 
how these special procedures 
would be developed. 

The arrangements seemed 
to mark a victory for Iraq, 
which for months bad 
pushed to politicise Unscom 


by widening the circle of 
countries involved in the 
process to diminish what 
Baghdad claimed was US 
and British domination. 

Diplomats also worried 
that the new scheme would 
give Baghdad advance warn- 
ing about what kind of 
inspections Unscom was 
about to undertake and 
reduce chances that inspec- 
tors would be able to do 
their jobs fully. 

One diplomat said the 
Iraqis now would know 
whether UN inspectors were 
about to visit the eight presi- 
dential sites, until now 
placed off-limits, or other 


sites. It would destroy the 
concept of "spot” or unan- 
nounced inspections by giv- 
ing Iraq time to hide, move 
or destroy material. 

In addition, said diplo- 
mats, Iraq had banned 
inspection of government 
buildings and headquarters 
on the grounds they were 
sovereign sites. Diplomats 
wondered if UN Inspectors 
would have access to these 
buildings despite Iraqi guar- 
antees they would respect 

UN resolutions calling for 

full and unfettered access to 
suspected weapons sites. 

Laura SUber 


Iraqis impatient at UN welfare role 


At the Hannoudi pharmacy 
in Baghdad's Kerrada dis- 
trict, most customers leave 
empty-handed. 

“The list of medicine we 
don’t have is long." says 
Hassan Melham, the owner. 
“And the drugs we have are 
in very limited supply.” 

This week, for example. 
Mr Melham had no antibiot- 
ics for children. Many of bis 
drugs are no longer the big 
name brands patients had 
been used to. 

“They keep coming back 
to tell me that a generic 
drug can't cure them when 
it’s the exact same drug as 
the brand name they're 
looking for,” he says. “It's 
become a psychological prob- 
lem." 

Acute shortages of medi- 
cine have been a sad part of 
Iraqi life since the imposi- 
tion of United Nations sanc- 
tions after the 1991 Gulf war. 

According to the UN, per 
capita spending on medicine 
dropped from $30 a year 
before the war to $16 today. 
The consequences prompted 
Kofi Annan, the UN sec- 
retary-general. to propose a 
steep increase in the 
so-called oil-for-food deal, 
which had allowed Iraq to 
sell $ 2 bn of oil every six 
months to buy food and med- 
icine. 

Mr Annan's proposal led 
to a UN resolution, passed 
by the Security Council last 
week, raising oil sales to 
$5.3bn. 

While in Baghdad on a 
mission to avert a US and 
UK-led military strike. Mr 
Annan agreed on Monday 
with Tariq Aziz, Iraq's dep- 
uty prime minister, that Iraq 
will start working on a dis- 
tribution plan for the expan- 
ded oil-for-food deal 

But the increase, meant by 
Mr Annan as a measure of 
his goodwill towards Iraq, is 
less welcome to Iraqi author- 
ities, who see the oil-for-food 
programme as the west's 
way to appease its con- 
science over the suffering of 
Iraqis while prolonging the 
sanctions which prevent 
Baghdad. 

Much to the chagrin of the 
Iraqi government, the 
increase in oil sales will 
expand the role of the UN in 
Iraq as the deal works under 
the close scrutiny of UN 
observers. 


OIL MARKET 



Three different levels of 
observers roam Baghdad to 
inspect distribution and 
insure that products coming 
into the country are equally 
distributed to the popula- 
tion. 

“We observe and try to be 
as little intrusive as possi- 
ble,” says a UN official ‘It is 
their money after all that is 
buying the products." 

Iraqi officials have said 
they can only pump $4bn 
worth of oil every six 
months - and not S5.3bn - 
because pipelines are in need 
of spare parts. As oil prices 
fall, even this estimate of 
$4bn may be optimistic. 

But suspecting a pretext, 
the new UN resolution stipu- 
lates sending experts to 
work with the government 
on establishing its oil pump- 
ing capacity and ascertain- 
ing its spare parts needs. 

In his proposal. Mr Annan 
stressed the need to stream- 
line the complex procedures 
that have often delayed the 
arrival of products to Iraqi 


homes. UN bureaucracy and 
Iraqi inefficiency combined 
with cases of blocking of 
contracts by some UN mem- 
ber states and resistance to 
the programme by the Iraqi 
government have produced a 
system so nightmarish that 
one UN official says "it is a 
miracle it works at alL" 

It takes the Iraqi govern- 
ment months to produce dis- 
tribution plans, while con- 
tracts have to go through a 
committee at the UN in 
which 16 member countries 
are represented. The US and 
UK have been accused of 
blocking contracts because 
some products requested - 
such as veterinary' supplies 
or agri-chemicals - can have 
dual purposes. 

Another main irritant to 
the government is that out 
of the S5.3bn that it will the- 
oretically be able to sell, 
only S3.obn will go for 
humanitarian needs, while 
the rest win be distributed to 
a Gulf war compensation 
fund and to pay for the UN 


operation in Iraq. 

Furthermore the Kurdish 
north of Iraq, which is no 
longer under the control of 
the central government and 
is at odds with Baghdad, 
receives a disproportionate 
amount of the allocation. 
For example, UN figures 
show that under the current 
phase of the programme, 
J44m was allocated for water 
sanitation. The north, with a 
population of 3m. received 
J20m. The centre and south, 
with a population of 19m, 
received only 524m. 

WiUiam Gardner, the oil 
for food expert at the UN's 
Food and Agriculture Organ- 
isation in Baghdad, says the 
enhanced oil-for-food deal 
should at last stop the dete- 
rioration in health and nutri- 
tion levels. 

The food basket - the gov- 
ernment ration - will be 
increased from 2.000 kilocal- 
ories per person per day to 
almost 2.500 kilo-calories. 
For the first time, it will 
include animal proteins 


through the addition of 
cheese and powdered rnfUt. 

For Iraqis, however, the 
main problem with oil-for- 
food has always been its 
humanitarian rather than 
developmental nature. It 
turns the country into a 
huge welfare system super- 
vised by the UN where 
people are handed out just 
enough to eat and drink and 
barely enough medicine to 
survive. 

Although some funds are 
allocated to rehabilitate col- 
lapsing infrastructure, the 
government cannot invest in 
new infrastructure. Accord- 
ing to a report by Mr Annan, 
more than $7bn would be 
required to address the elec- 
tricity sector's operating 
problems and 5870m are 
needed for Immediate reha- 
bilitation. But all that 'can be 
allocated to electricity, even 
with S5-3bn of oil sales, is a 
mere 5 1 37m every six 
months. 

Roula Khalaf 


EU DIPLOMACY 


THE DEAL 

The key 
points 
of pact 
with Iraq 

Mam points in the accord 
between Kofi Annan. UN 

secretary-general, and 

Tariq Aziz, Iraqi deputy 
prime minister 

• The government of Iraq 
made a written commit- 
ment to provide “Immedi- 
ate, unrestricted and 
unconditional” access for 

UN inspectors to afl poten- 
tial weapons sites hi Iraq, 
as called for by UN Secu- 
rity Council resolutions 
after the Gulf war. 

If fully implemented, this 
would allow the United 
Nations Special Commis- 
sion, or Unscom, to fulfil 
its mission to find and 
destroy all of Iraq’s chemi- 
cal, biological and nuclear 
weapons; find and destroy 
the missiles to defivar 
those weapons; and to 
institute a system for 
long-term monitoring to 
make sure Iraq does not 
build more. 

• The agreement applies 
to aH sites in Iraq, includ- 
ing wight disputed presi- 
dential palaces, which 
were among areas where 
UN weapons inspectors 
have been denied access. 

• Senior diplomats will 
be appointed by the UN 
secretary-genera! in con- 
sultation with Unscom and 
the Internat i onal Atomic 
Energy Agency for inspect- 
ing the eight palace sites. 
There is no deadline or 
limits on the number of 
visits to the sites. 

• The "special group”, 
appointed by Mr Annan 
will operate under the . 
established procedures of 
Unscom and IAEA as well 
as under "specific, detailed 
procedures which wfH be 
developed given tiie spe- 
cial nature of the presiden- 
tial sites, in accordance 
with the relevant resolu- 
tions of the Security Coun- 
cfl”. There was no fridlca- 
tion of what those- - 
procedures might entail, a 
potential troublespot. 

• The United Nations . 
reiterated the commitment 
of afl member states to 
respect Iraq’s sovereignty 
and territorial in tegr i t y . 

• White there was no •: 
timetable for Effing sanc- 
tions, the agreement says 
that Citfng them la obvi- 
ously of paramount impor- 
tance” to the Iraqi people 
and the Iraqi g o ver nm ent. 

• The agreement notes 
the progress achieved by 
weapons Inspectors and 
the need to intensify 
efforts in order to com- 
plete their mandate. The 
Security Council has said 
that once their task is 
completed, sanctions can 
be lifted. Toward that goal, 
the UN and Iraq agree to 
improve their co-operation 
and efficiency. 


New wave of Iraqi supplies 
expected to force down prices 


Britain plans 
Mideast visit 


More than a few government 
officials in the Middle East 
have breathed sighs of relief 
in the last two days at the 
apparently peaceful 
conclusion to the 
confrontation between Iraq 
and the UN. But oil ministry’ 
officials throughout the Gulf 
were probably not among 
them. 

They have been busy 

trying to assess the impact 
on oil prices of a deal that 
could unleash a new wave of 
Iraqi oil exports into 
already over-supplied world 
markets. 

Oil futures prices have 

been steadily marked down 
over the past week as the 
prospect of a diplomatic deal 
became clearer. Last night 
Brent Blend for April 
delivery was trading at 
S13.92 a barrel, nine cents 
above Monday's close of 
S13.83, but more than 30 per 
cent lower than last 
autumn. 

The prices of many Gulf 
crudes are even lower, a 
development that has caused 
several governments, such 
as Iran, to reassess budget 
plans finalised only last 
month. 

The presence yesterday of 
the former Iranian president 
Akbar Hashemi Rafsanjanl 
in Riyadh, the Saudi capital, 
highlighted the growing 



Rafsanjani: bid to halt oil 
price slide 

worries of the oil-dependent 
states of the region. 

Mr Rafsanjani. who was 
accompanied by Bijao 
Namdar Zanganeh. Iran's oil 
minister, said Tehran and 
Riyadh were cooperating to 
try to prevent oil prices from 
sliding further: “It gives us 
pleasure to say that there is 
co-ordination between the 
two countries and ministers 
and officials are doing their 
best to maintain the prices 
as they were decided by 
Opec." be told a news 
conference. 

But Iran, which is 
struggling to Fulfil its 
enlarged quota from the 
Organisation of Petroleum 


Exporting Countries, is not 
part of the over-production 
problem that 'ies at the 
heart of Opec’s current 
dilemma. 

Neither is Saudi Arabia. 
But many look :o Opec's 
dominant member to put a 
floor under prices by 
sharing its own production. 
So far it has stead fast !v 
refused to do so: “A 

{'symbolic ■ cut of 
200,000-300.000 barrels a day 
will net technically do the 
trick." said a senior Saudi 
official last week. 

Although Opec officials 
have consulted each other 
widely over deteriorating 
market conditions, there has 
so far been liftle public 
evidence Ig suggest 
widespread support for 
Saudi Arabia's call for a 
concerted effort by the 
exporter s group to stabilise 
oil prices. 

Riyadh insists ii is 
prepared to "wait, wait and 
wait” for clear evidence that 
Opec states producing above 
their quotas - and especially 
Venezuela - are reining in 
output. Opec over- 
production is reckoned to be 
running at 1 . 3m barrels a 
day above the overall ceiling 
of 27.5m b d set at last 
November's meeting in 
Jakarta. But Opec states face 
an even bigger problem over 


the next few months if there 
is a sharp rise in Iraqi 
output as part of an enlarged 
oil-for-food programme. 

Officials in Baghdad 
yesterday said capacity 
restraints made it unlikely 
that Iraq would be able to 
meet the UN’s proposed 
target of SS^bn of oil exports 
every six months. The 
officials said a S4bn target 
was more realistic. 

But oil analysts say even 
the lower figure will weigh 
heavily on oil markets, 
unless there is a significant 
supply disruption elsewhere 
to compensate for higher 
Iraqi exports. 

A research note published 
by London brokers Societe 
G£n6rale yesterday 
estimated that demand for 
Opec oil this year may at 
best be aruund 26.7m b/d. 
But Opec production - 
bolstered by additional Iraqi 
exports - could rise to 29.4m 
b/d unless there is a radical 
change of policy by chronic 
quota busters such as 
Venezuela. Nigeria and 
Qatar, and/or a massive 
cutback by those respecting 
their quotas. 

It is figures such as those 
that cause Gulf oil officials 
to sigh in frustration and 
lear. rather than relief. 

Robert Corzine 


The UK presidency of the 
European Union is to try to 
step up its mediation in the 
Middle East peace process in 
a bid to show Arab states it 
seeks Justice for Palestinians 
as fervently as ridding Iraq 
of mass destruction weap- 
ons. 

Tony Blair, the UK prime 
minister, will visit Israel, the 
Palestinian territories and 
Egypt sometime in April, the 
Foreign Office said yester- 
day. paving the way for this. 
Robin Cook, the UK foreign 
secretary, will visit the same 
region in mid-Macch. 

“The UK presidency of the 
EU will thereby try to give 
Europe a higher profile in 
the Middle East peace pro- 
cess”. Derek Patchett, a 
junior Foreign Office minis- 
said yesterday. 

"Lack of progress in the 
Middle East peace process 
should never ever give Sad- 
dam Hussein (the Iraqi presi- 
dent) an excuse to break 
United Nations Security 
Council resolutions” on Iraqi 
disarmament, he stressed. 
Britain wants a new Secu- 
rity Council resolution 
enshrining the new inspec- 
tion deal with Iraq and man- 
dating force if Iraq breaks 
the agreement. Mr Fatcbett 
said the UK would keep its 
forces in the Gulf “until we 
are convinced Saddam Hus- 


sein is going to be a man of 
his word”. 

But the UK minister 
acknowledged there was “a 
substantial read-across” 
from the Arab-lsraeli dispute 
to the rest of the Middle 
East. 

UK officials said Mr Blair 
had already planned to visit 
the Middle East during 
Britain's half-year presi- 
dency of the EU, while Mr 
Cook had scheduled his own 
trip for April. But in the 
wake of the incipient diplo- 
matic solution to the Iraqi 
crisis, these preparations 
have moved into higher 
gear. 

EU diplomacy alone Is 
unlikely to end the stale- 
mate between Israel and the 
Palestinians, though it could 
help spur Washington into 
renewing its own mediation 
efforts. But the Blair and 
Cook visits might at least, 
soothe widespread Arab 
resentment at Britain for 
having been ready to join 
the US in bombing Iraq. 

Several British MPs 
expressed concern that the 
UK might now be penalised 
commercially by Arab states 
In favour of other European 
countries, Kke France, which 
preached diplomacy and 
rejected force. 

David Buchan 




* 



its in wake 



By Avf Mactdfs In Jerusalem 

Israel's intelligence chief 
yesterday resigned after a 
government inquiry blamed 
him for botching an attempt 
to assassinate an Islamist 
official in Jordan last Sep- 
tember. 

The resignation erf Barmy 
Yatom, head., of Mossad, 
comes in the wake of a series 
of intelligence blunders that 
have contributed to deterior- 
ating relations between 
Israel aud its Arab neigh- 
bours since the election of 
Benjamin Netanyahu . as 
prime minister 21 months 
ago. 

A successor has not been 
named, although agency 
experts say Major General 
Uri Sagie, former -head of 
mili tary intelligence, and an 
adviser to the farmer prime 
minister, Yitzhak Rabin, is a 
frontrunner. 

They say the agency could 
be headed for a thorough 
shake-up at a time when reli- 
able intelligence . and 
improved' communication 
between Mossad and Mr 
Netanyahu is crucial for 
i i u p m v l ii g relations between 
Israel and its neighbours. 

Mossad has been in tur- 
moil since a government- 
appointed committee set up 
to investigate the assasslna- 
tion attempts on Khaled 
Meshal. •_ ah' official from 
Hamas, the Islamic Resis- 


tance Movement, presented 
it& conclusions last 
week.-'- 

- Senior Mossad. officials 
rebelled against Mr Yaiom's 
refusal to accept responsibil- 
ity for the mission, which 
embarrassed the agency and 
caused ..-a - '- furious row. 
between Israel and Jordan, 
its closest; Arab ally. Mr 
Netanyahu was exonerated 
by the commission, although 
he had authorised the mis- 
sion.:': " 

Mr Yatom, S3, yesterday 
continued to reject the com- 
mittee’s -conclusions, deny- 
ing responsibility for the 

qy/ yt lnnal failure' and . the 
Impact an -the peace treaty 
signed between -Israel and : 
Jordan in 1994. “But as 


someone who bears overall 
. responsibility for Mossad 
activities, I have no inten- 
tion of ignoring the 
- report and therefore I 
decided to submit my resig- 
nation,” Mr Yatom said in a 
statement 

'The' report said Mr Yatom 
failed to inform Mr Netan- 
yahu sufficiently of the 
“operational and political 
Im putations of carrying out 
.the plan”. It stopped short of 
calling for his resignation, 
adding,- "tins should be left 
to the government’s discre- gp 
tfon". 

The Meshal affair, how- 
ever. was just one of several 
recent failures . that have 
rocked relations between the 
intrfiigwnff* services and Mr 
Netanyahu’s government. 

They highlight what agency 
experts believe is a lack of 
communication and trust 
between them. 

' Last December, Yehuda 
GU. a veteran Mossad opera- 
tive, was indicted for fabri- 
cating Information over 
many years- Intelligence 
experts said his bogus infor- 
mation nearly caused two 
wars with ' Syria, most $ 

-recently in the summer of 
1996 when he falsely 
reported that Syria was 
p lanning a blitz on the 
Israeli-occupied Golan 
Heights. 

In September 1996, senior 
defence and intelligence offi- 
cials said they were never 
Informed of the govern- 
ment’s decision to open a 
co n trov er sial archaeological 
tunnel bordering Jerusa- 
lem's holiest Moslem and 
Jewish rites. 

That move angered Pales- 
tinian and sparked gun bat- 
tles between Israeli and Pal- 
estinian forces, leaving 61 
Palestinians and is Israelis 

dofld. 

_ Yosri Sarid, an opposition 
parliamentarian from the 
left-wing Meretz party and a 
member of a parliamentary 
subcommittee on the secret 
services, said Mossad was 
heading for a “prolonged and 
fundamental process” reform 
after Mr Yatom’s resigna- 
tion. 



Yatom: blamed by inquiry for soles of blunders 
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By Frances Wflflams • . 
in Geneva ■ 

The united Nations agency 
set up to combat narcotics 
use yesterday .criticised west 
European societies for toler- 
ating a culture in which the 
use of recreational drugs is 
seen as "chic and har mless ?. 

The International Narcot- 
ics Control Board, in- its 
annual- report for 1997 *; 
says governments have a 
moral and legal obligation 
under UN conventions to 
Change , the present ^pro- 
drug*' environment under- 
pin tnr efforts, to restrain 
drug use. 

The board, an independent 
seml-judicial agency based 
hi Vienna, argues that strat- 
egies -to reduce demand for 
illegal drugs and prevent . 
abuse and addiction cannot 
succeed If youn^people are 
being fed a different me£ 
by pop idobi the fash-r 
Ion world, some politicians 
and ra n ch of the me dia. 

Governments .“must be' 
ready to confront cultural : 
trend setters actively creat- 
ing sr ‘drug-friendly* envi- 
ronment,” the board says. 
The report urges promotion 
of an anti-drug culture, sim- 
ilar to the campaign against 
smoking that has? signify 
cantty. changed puhHo attt 
tudes in .thewest _ Vi - 

The! board comp briirn Tfra^ 
jnp musit often ^rtols drug 
use or treats drugs as part 
of ft- normal, lifestyle. Pop! 
stars- who die of drug 


. doses are bailed as departed 
idols rather than 
of the dangers Involved. 

. The media tended to fbens 
mi the debate ovier liberalis- 
ation or, lega lisation of soft 
drugs. Instructions: on how 
to . ihake “designer drugs" 

. could be found on the inter- 
. net-' i.'. 

: The board is worried 
about tiie' proliferation of 
schemes permitting heroin 
addicts to receive opiates 
Under medical supervision, 

whi^ -H; believes impair 
- global programmes to tackle 
narcotics use. . ••., . 

!'.... This vtow is likely to be 
.•.challenged by countries 
.Stirii as Switzerland, which 
-7 has introduced a progr amme 
of legally prescribed heroin 
to reduce crime and 

ahump ai m p fe ■ • 

: The board's rejXHt focuses 
on reduction of demand for 
drugs ahead; of a special ses- 
sion of 1 the. TOT General 
Assembly in jxme which 
wiH adapt ph tutarnatianal 
deriarattan on toe subject 
- . Other issues raised by the 
report include growth in 
«buse : in. eastern Europe of 
opia tes derived from poppy 
straw, r and a.tontinued rise 
ip UY consumption of diet 

ptiisV cqhtkinjag amphet- 
amine-type; '^stimulants, 

1 whfch^the^board.. warns are 
addhsttveand; dangerous. 

?XTN. Information Service, 
■$Gpvm 'tiUgrnatumal Centre, 
]TO:;Bac 500. A-1400 Vienna. 
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NEWS: WORLD TRADE 


Telecoms group hits back at US carriers 


By Henry Trtcks - - ‘ 

■in Mexico Cliiy 

Telmex, .the'. Mexican 
telecommunications com- 
pany, Kas e^d it lnay T com- 
plain to the. World Trade 
Organisaflon that AT&T and 
MCL -the DS carriers, have 
blocked hs access to the US 
market- . . 

The threat -comes after 
AT& T and MCI last week 
urged the Office of. the US 
Trade Itepresentartive to Ini- 
tiate WTO dispute settle- 
ment proceedings against 
Mexico. 


. The two- USy companies 
accused Mexico of protec- 
tionism in favour ofTehnex, 
which , had a long-distance 
monopoly, in Mexico until 

August 1996.'? 

It- was the first public 
appearance far Carlos Slim, 
the Telmex chairman and 
■. the wealthiest man in i-atin 
America, after a. grave ill- 
ness and heart surgery, and 
he appeared in combative 
form. ' . 

He -described the- attitude 
1 of Jtxls rivals in long-distance 
market telecommunications 
as similar to “a young' child 


crying In order to get atten- 
tion.** 

. He added: “If you're 
talking ab out complaining 
[to’ the WTOL why should it 
just be them?" ’ 

Telmex received prelimi- 
nary approval last year for 
entry to the US market from 
the Federal Communications 
Commission, the US regula- 
tory body. 

Mr SWrn said the alleged 
attempts by the US carriers 
to block Telmex were unfair, 
given that they had 
operations In Mexico. 

Both are involved in joint 


ventures with local compa- 
nies, AT&T with Alestra and 
MCI with A van tel respec- 
tively. 

Mr Slim said be believed 
that Telmex had the backing 
of Mexican authorities, 
although final details on 
when and bow the company 
would approach the WTO 
were still not clear. 

Hie two US carriers claim 
they and their local partners 
pay too high rates to Telmex 
for interconn ection to its 
local network. Avan tel says 
it and MCI have had to sus- 
pend S900m in planned 


investments in Mexico. 

But Mr Slim dismissed the 
complaints of MCI and 
AT&T as "delaying tactics" 
aimed at halting Telmex's 
entry into the US. 

He said Telmex r emain ed 
committed to entering the 
US market, though he would 
not Speculate when it would 
be allowed to join. Its entry 
was originally planned for 
January l. 

Mr Slim also noted that 
Telmex's most controversial 
interconnection fees, includ- 
ing a 58 per cent surcharge 
on inbound international 


traffic, were subject to nego- 
tiation this year. New levels 
would be set for 1999. 

Telmex officials said 
Javier Lozano, Mexico's dep- 
uty communications minis- 
ter, has called on those 
involved in the dispute to 
present proposals which it 
was hoped, will break the 
deadlock. 

A six-point agenda, which 
Is to include interconnection 
charges and international 
settlement rates charged to 
complete calls in Mexico, is 
to be negotiated shortly. 








By Jeremy Grant .In'-. 
Singapore and agencies 

■European - aircraft 
manufacturers said yester- 
day that Asian markets held 
long-term potential even 
though the regional eco- 
nomic crisis had . led scene 
companies to defer orders.. 

■ Business and tourist travel 
had slowed in the region - awd 
some regional carriers, had 
scaled back ex pansion plane 
after years of rapid, growth, 
the manufacturers said. 

But Airbus Industrie, the 
consortium of European 
manufacturers, said it was 
maintaining its 20-year mar , 
ket forecast for the region of 
average year-on-year traffic 
growth of 6.5 per cent “Once 
the current short-team diffl- 
. cutties have been overcome, 
we are confident that the air- 
lines of the region will 
return to above worldwide 
average, positive growth," 
said Jean Pierson, president 
, and chief executive, officer. 

Airbus is more optimistic 
in its estimates than the 
International Air Transport 
Association, which repre- 
sents the. world’s airlines. 

- - lata said last week that it . 
had revised its estimate for 
annual travel growth in the 
Asia-Pacific region down 
from 7.7 per cent over the 
next four years to 4.4 per. 


cent. Before the financial cri- 
sis struck, the association 
had predicted that the 
region's share of world traf- 
fic would grow to 50 per cent 
in 2010 from 36 per cent in 
1996. It now expects Asia-Pa- 
cific’s share to fall to 33 per 
cent by 2010. 

Mr Pierson said Airbus - 
which is owned by Aerospa- 
tiale of France. Daimler-Benz 
of Germany. British Aero- 
space md Casa of Spain - 
had been asked to delay 
three A320 aircraft due for 
delivery in the fourth quar- 
ter. 

' Indications for 1999 looked 
as if orders . for four A32ls 
would be deferred. . 
-Other maTHifa chTr-prg sai d 
they had received similar 
requests. Rolls-Royce, the 
UK aeroengine maker, said 
it expected to lose sales as a 
result of fewer options being 
exercised on aircraft pur- 
chases. 

However, Rolls-Royce said 
that no orders had been can- 
celled . so far. ' John Rose, 
chief executive, , said there 
had been no “material" 
.change to sales projections. 

Separately, Mr Pierson 
said Airbus ’S' plans for a new 
100-seater aircraft had run 
into difficulties because it 
was not yet (dear how' the 
.venture.-. . could ■ be 
profitable. 


Spanish army to equip with German Leopard 2 model 


Spain and Germany agree 
$2.1bn battle tank deal 


By David White in Madrid 

Spain and Germany gave the 
go-ahead yesterday to a 
$2.ibn joint programme to 
equip the Spanish army with 
the latest generation erf Ger- 
man-designed Leopard 2 bat- 
tle tanka. 

After talks with Helmut 
Kohl, the German chancel- 
lor, and senior ministers, 
Jose Maria Aznar. Spanish 
prime mmiK tar, em phasise d 
Spain's commitment to a 
joint European approach in 
arms and aerospace. 

The deal was agreed at a 
wide-ran g in g bilateral sum- 
mit held at the El Escarial 
monastery near Madrid. 
Spain's previous government 
had signed a memorandum 
of understanding about the 
deal in 1995. 

Co-operation in defence 
projects was one of the main 
themes of the El Bscorial 
summit Mr Aznar cited as 
examples both the four-na- 
tion Eurofighter 2000 combat 
jet to which Spain has com- 
mitted $6.4bn in production 
funding, and the recent 
$2.6bn Airbus order placed 
by the state-controlled Iberia 
airline. Spain's Casa aero- 
space company Is a partner 
in both ventures. 

However, Mr Aznar’s com- 
ment appeared to conflict 
with his government's insls- 



Aznan Spain committed to a joint European approach in 
arms and aerospace 


tence at the time of the Air- 
bus deal that it had not 
influenced Iberia in opting 
for the European company 
instead of Boeing-McDonn ell 
Douglas of the US. 

The tank deal promises a 
vital workload for the 
armoured vehicles division 
of Spain's troubled state 
arms group Santa Barbara. 
The division is due to be 


transferred to private-sector 
control, with Spanish offi- 
cials raising the prospect of 
a possible shareholding 
Interest by Germany’s 
KheinmetalL 

The priority given by the 
Spanish government to 
European arms co-operation 
was earlier demonstrated by 
its decision to overrule army 
chiefs and buy Cougar mili- 


tary helicopters from the 
Franco-German Eurocopter 
group, instead of the Black 
Hawk, made by Sikorsky of 
the US - the army's pre- 
ferred choice. The 35-helicop- 
ter deal, worth about S200m. 
was linked to offset arrange- 
ments including the pur- 
chase by France of CN-235 
transport aircraft from Casa. 

The tank deal covers 235 
units, including 16 tank 
recovery vehicles. Co-pro- 
duction arrangements with 

thp Mannpcmann Subsidiary 
Kraus s-Maflei. the Leopard’s 
German manufacturer, have 
still to be finalised. Spanish 
defence officials said they 
were seeking at least a 60 
per cent share of the work 
and industrial offsets equiva- 
lent to a further 20 per cent 
of the contract value. 

Deliveries are due to start 
in 2000. some two years later 
than originally envisaged. In 
the interim, Spain is already 
operating 108 Leopard 2 
tanks on temporary lease 
from the German army and 
assigned to mechanised 
units of the five-nation Euro- 
corps. German and Belgian 
units in the Eurocorps also 
operate Leopard 2s. The 
tanks will progressively 
replace French-made AMX- 
30s and second-hand US 
M-60s currently in service 
with the Spanish army. 
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to build sales 


By Canute James 
in Kingston 

Cigar producers In the 
Dominican Republic, the 
world's biggest exporter of 
premium hand -made cigars, 
warned yesterday that the 
US market was saturated 
and that further sales 
growth would have to came 
from Europe. 

The Dominican Republic 
exported 258m premium 
cigars last year, an increase 
of 50 per cent on 1996, said 
Hendrik Kelner, president of 
Procigar, the Dominican pro- 
ducers' association. 

But Mr Kelner said it 
would be hard for the indus- 
try to sustain its present 
rate of growth, as 93 per cent 
of sales Last year were in the 
US. “We will not have any 
significant expansion in the 
US market this year," he 
said. 

“We will try to get more 
involved in the European 
market, but this will be diffi- 
cult." 

Dominican producers fear 
a possible loss of market 
share in the US and expect 
to be overtaken by Cuba as 
the world’s leading exporter 
if Washington ends its 
embargo on imports from 
the island. 

Mr Kelner said: “We are 
not now afraid of competi- 
tion from other countries, 
but our main threat is from 
new Dominican cigar facto- 
ries that do not m aintain the 
high standards of quality 
and production that have 
made the Do minican Repub- 
lic the world's leader in the 
production of premium." 

Dominican control of the 
US premium cigar market 
has been made easier by the 
inability of Cuba, the Domin- 
icans' neighbour and a 
major competitor, to sell to 
the US. 

However, the Cuban cigar 
industry is already well 
established in Europe. Cuba, 
the world’s third biggest 
exporter after Honduras, 
sold 103m cigars last year, 
but plans to produce 160m 


this year, moving to 175m by 
1999 and 200m by 2000, 
according to Manuel Garcia, 
vice-president of Habanos, 
the country's exporter. 

Cuba's main market in 
Europe is Spain, and the 
island plans to lift exports to 
Spanish distributors this 
year to 40m. 4m more than 
last year. Cuba also has sub- 
stantial markets in France, 
the UK. Switzerland and 
Germany. 

Mr Kelner acknowledged 
that Cuba's previous success 
in Europe meant it would be 
difficult for the Dominican 
industry to make a “big and 
immediate impact" on the 
market. “It will be easier for 
my company, which pro- 
duces for Davldoffi the Swiss 
label," be said. 

“For the Dominican indus- 
try’ in general, however, 
breaking into the European 
market will not be easy." 

Do mini can sales to the US 
have been adversely affected 
by a small but growing US 
black market in Cuban 
cigars. The Cuban product is 
freely available in stores in 
several Caribbean countries, 
and is frequently stripped of 
its label by US tourists and 
then smuggled into the US 
under the guise of either 
Jamaican or Dominican 
cigars. 

The Do mini can industry 
was also troubled by diffi- 
culty in obtaining wrapper 
leaves for its premium 
cigars. Mr Kelner said. Insuf- 
ficient quantities are pro- 
duced by the domestic indus- 
try. and sources of imports 
such as Connecticut and 
Ecuador have been hit, 
respectively, by disease and 
drought. 

The success of efforts to 
increase sales to Europe 
means much for the cash- 
strapped economies of both 
the Dominican Republic and 
Cuba. The Do mini can econ- 
omy earned S2lQm last year 
from Its cigar exports, while 
Cuban officials have valued 
projected exports of their 
more expensive cigars this 
year at $240m. 
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NEWS: UK 


Prime minister claims four confirmed backers are ‘just the beginning' 

Dome sponsors pledge $ 98 m 


By Brian Groom 

Tony Blair, the prime 
minis ter, yesterday launched 
an impassioned plea to res- 
cue the millennium dome 
from the public derision 
which has threatened to 
engulf it. Unveiling some of 
the dome's key attractions, 
he promised the year-long 

experience at Greenwich in 

south-east London, would be 

“the envy of the world". 

Mr Blair said four "foun- 
ding partners” - British 
Telecommunications. Man- 
power, Tesco and British 
Sky Broadcasting - had 

swung behind the project 
with sponsorship of at least 
£l 2 m each. 


New Millennium Experi- 
ence Company, the dome's 
organiser, said it had con- 
firmed sponsorship of £58. 8m 
f$98mi, with a further £lGm 
awaiting detailed negotia- 
tion - taking the total half- 
way to the target of £150m. 

Mr Blair said this was 
“just the beginning of a raft 
of new sponsors for the 
dome". BAA, the airports 
group, and British Airways 
had also made a “substantia] 
commitment" and the City 
of London Corporation had 
pledged up to EGm if this was 
matched by money from City 
businesses. 

Camelot, the lottery opera- 
tor. will be official ticket dis- 
tributor for the Experience. 


Blair seeks 
to seduce 
the sceptics 


Some companies have 
driven hard bargains to 
make sponsorship match 
corporate objectives. BT is 
not supporting the main 
exhibition zones, but a new 
zone called Time to Talk!, 
focusing on communica- 
tions. 

The public, which has 
shown hostility to the proj- 
ect in opinion polls, may be 
harder to win over. Mr Blair 
yesterday attacked the "cyn- 
ics and snipers", saying the 
Experience would be a cele- 
bration “so bold, so beauti- 
ful. so inspiring that it 
embodies at once the spirit 
of confidence and adventure 
in Britain and the spirit 
of future in the world”. 


Inside the dome 


He told business execu- 
tives and newspaper editors 
during a meeting at Lon- 
don's Royal Festival Hall - 
the legacy of the 1951 Festi- 
val of Britain: "Britain Is a 
place for daring and bold- 
ness, for striving for excel- 
lence ... It promises to be 
the most fantastic day out in 
the world." 

He unveiled models of 
seven of the 13 exhibition 
zones. The Body Zone is 
dominated by a large human 
figure - its gender still unde- 
cided. 

The work area includes 
two zones, Licensed to Skill 
- a pun which caused groans 
among journalists - and the 
Learning Curve. The Skill 


zone, sponsored by Man- 
power, the employment ser- 
vices company, will allow 
visitors to try new jobs using 
virtual reality headsets, 
while the Learning zone, 
involving Tesco, the super- 
market group, will include 
internet projects for chil- 
dren. 

The Serious Play zone, 
where BSkyB is the main 
sponsor, involves interactive 
games and Living Island rec- 
reates a "typical British sea- 
side resort". Dreams cape is a 
ride through dream environ- 
ments. while Spirit Level 
creates “an oasis of calm and 
reflection". 


Editorial comment. Page 13 


T he bandwagon is 
beginning to roll. 
Tony Blair insisted 
yesterday as he unveiled 
plans for Britain's millen- 
nium dome before an audi- 
ence of company executives 
and newspaper editors over 
breakfast at London's Royal 
Festival Hall. 

Dismissing the “cynics 
and snipers", the prime min- 
ister promised that the dome 
would be the envy of the 
world. “It will bring the 
nation together in common 
purpose." he said. Thus far 
the dome has united Britain 
only in derision. If Mr Blair 
is to succeed, he must turn a 
tide of scepticism among the 
media, sponsors and the gen- 
eral public. 

This morning's newspa- 
pers may give the first indi- 
cation of whether media hos- 
tility will abate. Weary 
executives of New Millen- 
nium Experience, the dome's 
organiser, point out that, 
while many newspapers 
have pilloried the dome, 
their marketing teams have 
been discussing reader pro- 
motions involving the dome 
in the belief that it will ulti- 
mately prove popular. 

New Millennium is mak- 
ing headway in convincing 
sponsors, announcing 
pledges yesterday that take 
it nearly half way to its tar- 
get of raising £150m (S250m) 
in sponsorship towards the 
dome's £758m budget. Con- 
firmed sponsorship has now 
reached £58.8m with a fur- 
ther £ 16 m awaiting detailed 
negotiation. 

It may be the public, at the 
end of the day, who will be 
the hardest to convince. 
According to opinion polls, 
four-fifths think the money 
would be better spent else- 
where. 

Yesterday's unveiling of 
seven out of 13 exhibition 
zones, if anything makes it 
harder, rather than easier, to 
sum up what the Experience 
will be about. The aim seems 
to be to overwhelm the pub- 


Millennium 
zones unveiled 
in attempt to 
woo public 
and business 

lie with a huge diversity of 
attractions. 

Poised between education 
and entertainment. Mr Blair 
found it easier to describe 
what the dome is not, rather 
than what it is: “Exhilarat- 
ing like Disney World - yet 
different. Educational and 
interactive like the Science 
Museum - yet different. 
Emotional and uplifting like 
a West End musical - yet 
different" 

It also seems poised, at 
times, on the edge of bad 
taste. The naming of one 
zone “Licensed to Skill" 
brought groans from journal- 
ists. as did re-naming the 
spirit zone as “Spirit Level". 

The project continued Us 
flirtation with personalities 
whom some would see as 
passe. It was disclosed that 
Peter Gabriel, the rock star, 
will work on the show for 
the centre of the dome. He 
and Mark Fisher, the set 
designer who has worked for 
the Rolling Stones, Pink 
Floyd and U2. will devise a 
new story and score to 
replace the one originally 
planned by Sir Cameron 
Mackintosh, which was 
dropped before Christinas. 

Of the seven zones, the 
Body Zone, with its giant 
human figure, is the best 
known. Visitors will enter 
through the back of its 
waist, explore exhibits on 
h um an biology and medical 
science, look through its 
eyes, and exit through its 
heel. 

Others zones include the 
Spirit Level, which repre- 
sents a see-through tent and 
will demonstrate the influ- 
ence of Christianity and the 
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presence of other religious 
traditions: Serious Play, 
which will have kinetic mul- 
timedia displays rising 
towards the roof, and Living 
Island, which will take visi- 
tors on a journey to a typical 
British seaside resort, com- 
plete with beach, fish and 
chip stalL deck chairs, sun 
and sea. 

In spite of fears that spon- 
sors would sign up just to 
avoid offending the govern- 
ment. those announced so 
far have found projects that 
support their corporate 
objectives. 

Four “millennium foun- 
ding partners" - British 
Telecommunications. British 
Sky Broadcasting. Man- 
power and Tesco - have 
committed a minimum of 
£12m each in sponsorship. 
British Airways and BAA 
have pledged smaller sums. 

New Millennium is in dis- 
cussions with a further -10 


businesses including 
Swatch. It also said Camelot, 
the lottery operator, would 
be official distributor of 
dome tickets. 

The centrepiece of BTs 
sponsorship is a plan to offer 
a free e-mail address to 
everyone in Britain over the 
age of nine. MiU-e-Mail. 
based on the worldwide web. 
is aimed at those with an 
e-mail account at work but 
who want a personal 
address; those who share 
e-mail through an internet 
service provider, and those 
who can access the internet 
in cafes, libraries, airports 
and. in future, through TV 
sets. BT has also negotiated 
its own zone in the dome. 
Time to Talk! 

Manpower, the employ- 
ment services company, win 
sponsor the work zone. 
"Licensed to Skill". Mitchell 
Fromsteln, president, said it 
wanted to deliver “a consist- 


ent and dear vision of the 
future of work". 

BAA, the airports group, is 
spending £7m on sponsoring 
an area of the dome, staging 
a nationwide youth sports 
event, and rebranding Stan- 
sted airport to the north-east 
of London as the “Millen- 
nium Gateway". 

Will the dome be a suc- 
cess? We will probably not 
know until visitors arrive in 
January 2000. Organisers 
hope that sceptics will be 
seduced by the experience, 
as the public was during the 
1951 Festival of Britain. 

In the meantime, there are 
problems to solve such as 
ensuring transport arrange- 
ments are in place. The 
Underground train network 
is being extended, but fur- 
ther delays to the opening of 
the jubilee line extension 
could prow disastrous. 

Brian Groom 


Blair ‘has 
not ruled 
out’ 

meeting 
Sinn Fein 


By John Murray Brown in 
Dublin and David Wighton 
fai London 

Tony Blair, the prime 
minister, has not ruled out a 
meeting with Gerry Adams, 
the Sinn Fein president. In 
spite of threats that the 
Ulster Unionist party may 
withdraw from peace negoti- 
ations if the meeting goes 
ahead while Sinn Fdin, the 
political wing of the Irish 
Republcan Army, is barred 
from the talks process. 

Downing Street said the 
prime minister had not made 
a decision on Sinn Fein's 
request for a meeting, amid 
concern that the republican 
leadership may not return to 
the Northern Ireland talks 
on March 9 after their sus- 
pension. 

But as Mr Adams met Ber- 
tie Ahem, the Irish prime 
minis ter, in Dublin yester- 
day. the Sinn Fain leader 
appeared to be making Ms 
meeting with Mr Blair a pre- 
condition for the party to 
rejoin the process. 

"We have made it dear 
that we will not go back 
before we have spoken to 
both the prime minister and 
the taoiseach. When we meet 
is a matter for the British 
prime minis ter. But we will 
be meeting - I have no 
doubt about that. I would 
like to see Mr Blair follow 
the example set by Mr 
Ahern." Mr Adams said. 

Earlier, in the DaiL .the 
Irish parliament. Mr Ahem 
said there would be no 
change in the conditions for 
parties to take part in the 
talks, rebutting Sinn F6in 
suggestions that the talks 
rules had to be reconsidered 
after the party complained it 
was expelled after police 
linke d the IRA to two recent 
murders without providing 
the evidence. 

As official concern 
mounted over further 
attempts by extremists to 
derail the talks, Paul -Mur- 
phy, the government’s 
Northern Ireland political 
affairs minis ter, said the 

weekend bomb at Moira, a 
loyalist, anti- republican 
town in county Down, “cer- 
tainly had. all the hallmarks’’ . 
of the Continuity Amy 
Council, which opposes Sinn 
F6in's presence at the talks. 

Mo Mowlam, the Northern 
Ireland secretary, said she 
would make the security 
assessment about a bomb at 
Portadown, another loyalist 
stronghold, known when she 
received it, but did not know 
if it would be available 
before the Prime Minister 
decided if he would agree to 
a meeting with Mr Adams. 

As security barriers west 1 
back in place in 
Londonderry, the Northern 
Irish city near the border 
with the Irish Republic, the 
talks resumed, with Irish 
officials claiming progress 
had been made on the con- 
troversial area of North- 
South linkages. 


Deputy PM says Channel rail link will go ahead 


By Charles Batchelor, George 
Parker, and Charis Greaser 

John Prescott, deputy prime 
minister, yesterday committed the 
government to finding a way to 
build the £3.4bn (S9bn> high speed 
rail link to the Channel tunnel 
even if London & Continental Rail- 
ways fails to produce a solution by 
tomorrow's deadline. The tunnel 
joins England and France. 

“If you build a tunnel you want 
to maximise its use." he told 18 
European transport ministers at a 
London conference on the role of 
public-private partnerships in fund- 
ing transport investments. 

“We need to exploit this invest- 


ment much more effectively than 
at the moment so it is crucial to 
have a fast rail link . . . My full 
intention is to proride a properly 
structured future for a premium 
rail service between London. Paris 
and Brussels." 

Mr Prescott is due to hold a 
meeting with executives from LCP. 
before updating MPs tombrrow. He 
is expected to announce an exten- 
sion to the waiting period to con- 
sider proposals to save LCR. How- 
ever. Mr Prescott's office dismissed 
reports that the delay could be as 
long as three months. 

LCR's losses on Eurostar 
operations are thought to be about 
£20m a month and any extended 


delay could raise the possibility of 
the government picking up the 
increased liabilities before a deal is 
signed. 

Mr Prescott said the previous 
government's view that "private 
sector equals good, public sector 
equals bad - had contributed to the 
later financing difficulties of trans- 
port projects, including the high 
speed iink. 

Mr Prescott warned that projects, 
such as the rail link, that ran into 
difficulties damaged prospects for 
mixing public and private capital. 
“The more failures we have, the 
mure we undermine public-private 
partnerships.- he said. 

Sir Alnstair Morton, former co- 


chairman of Eurotunnel and a gov- 
ernment adviser on transport said 
the rail link had repeated two of 
the mistakes made on the Channel 
tunneL 

First, it was promoted by a 
broadly based consortium. LCR. 
whose members had been unable 
to work together. Second, the proj- 
ect's promoters had failed to get 
the financing right at the outset 

It emerged yesterday that Euro- 
star's £l40m operating loss in 1997. 
including depreciation, was higher 
than its entire turnover of £130m. 
The service had to pay more than 
£100m in combined access charges 
to Rail track and Eurotunnel. 

The Eurostar service is expected 


to break even at the pre-tax level 
by 2004. Any train operator would 
need £400m of subsidy to keep it 
afloat until then. 

• Plans for a £2.1bn modernisa- 
tion or the main west coast rail line 
between London and Glasgow will 
provide less than half the capacity 
required for rail freight, English 
Welsh & Scottish Railway, the US- 
owned freight operator, warned 
yesterday. EWS fears that a pro- 
posed revenue-sharing deal 
between Rail track, which owns the 
rail infrastructure, and virgin Rail., 
which wants to run 140mph tilting 
trains on the route, will shut out 
the slower trains run by freight 
operators. 


Opposition leader to oppose PR 

William Hague, the opposition Conservative party leader, 
claimed in a London speech, last night that the “key to 
real democracy" was toe first-past-the-post system of 
e le cti n g MPs, because it gave voters’ the ability to throw 
out an unsuccessful government. 

Conceding that the Conservatives would have to accept 
other elements of .the government’s constitutional reform 
programme — and would work with Labour to make the 
proposed new Scottish parliament work property - Mr 
Hague mapped out his tactics for opposing the introduc- 
tion of proportional voting in general elections. This is 
viewed by most of ins colleagues as the most important 
battle he will face during the lifetime of the parliament. 

- “PR [proportional representation] is a system of unfair 
votes," Mr Hague said. “It takes political power away 
F-from the electorate and gives It to small parties.” 

7 The. government has pledged to hold a referendum on 
the system of electing MPs, but the prime minister is yet 
to decide whether to give his personal backing to a switch 
to a proportional approach- •- Robert Peston. London 

■ COMPUTER ‘BOMB’ 


UK NEWS DIGEST 


B ank chief in 
export pledge 

Eddie George, governor of the Bank of England, toe UK 
central ba nk, yesterday sought to reassure exporters suf- 
fering from the effects of a strong pound, saying the 
domestic economy was likely to slow, but be refused to 
predict when a slowdown might - lead to lower interest 
rates, 

.. jflr George, who was in the city of Manches ter ye s ter- 
dhy to meet northwest businesses, said toe current 
strength of domestic, demand, meant that any easing of 
monetary policy would lead' Only to “another round of 
boom and bust". The Baxik’sjob was to limit inflation, to 
the government's 2 5 per cent target. 

Last month Mr George decided against an interest rate 
increase saying that while domestic demand bad to be 
moderated, upward pressure on inflation was insufficient 
to justify a rate increase; - Yesterday he said that domestic 
demand should fall in the courser of the year in response 
to a tightening of fiscal and monetary policy, and the lack 
of large windfall payments from mutually owned home 
loans and savings- institutions. Jones, Manchester 


VOTING REFORM 


Government said to be failing 

The British government is failing to provide adequate 
snpport for its own campaign to defuse toe mlllenninm 
“computer bond)"/ according- to toe group representing 
risk managers in the UK's leading private and public sec- 
tor organisations. 

The Association of Insurance and Risk Managers said 
yesterday that the government's Action 2000 campaign - 
was inadequately tended and lacked credibility among 
«m»Ti and mediiHn-sized companies where the need was 
inostacute. ■ . . 

'Hie computer “bomb" is a consequence of programming 
techniques that means most computers are Incapable of 
riigtiri p ulshtn g^ between this century and the. next, open- 
ing the possibility of serious business and social disrup- 
tion after 2000. Action 2000 was established late last year 
with £lm (SLGTm) funding but has been attacked for tack- 
ling the problem with insufficient urgency. 

AirmlCs views have special significance because it rep- 
resents executives with a professional responsibility for 
managing risk in their companies. Its surveys indicate 
that most large UK organisations are well advanced with - 
th ei r preparations although more than half expected prob- 
lems completing the work on time or finding sufficient 
computer staff. ' Alan Cane, London 

! -ENGINEERING - , 


Move to beat skills shortages 

A £3m (55m) advertising campaign is being planned by 
Britain's engineering industry to raise the profile of the 
profession and counter skills shortages claimed to be jeop- 
ardising its future. Four big advertising agencies - Mof- 
fett Associates, Team Saatchi, J. Walter Thompson and 
Grey Advertising - are bidding to run a campaign. 

- The- campaign, due to start next year, would be aimed 
at countering the negative images that many have of 
engineering which its leaders believe dissuade people 
seeking careers in the industry. The advertising effort 
would be backed by big British and non-British compa- 
nies which the scheme's supporters believe would be will- 
ing to piy large sums to reduce the shortages of talented 
pecple entering toe sector; . 

“Engineers have low unemployment, high job satisfac- 
tion an d a bet ter than average chance of getting to the 
top of aFTSE lflO company - but the industry has been, 
poor at getting the message across," said Michael Heath, 
director-general of the Engineering Council, which repre- 
sents profestfonal engineers. ... Peter Marsh, London 

MINIMUM- WAGE 


Companies prepare for change 

A. growing num ber of companies are already adap ting 
their wage structures in anticipation of next year's intro- 
duction of the statutory minimrim wage,, according to evi- 
dence pubhshed today by Incomes Data Services. 

The survey, commissioned by the Low Pay Commission, 
found 117 specific wage agreements negotiated over toe 
past is months where the pay rates of the lowest paid 
have been substantially improved relative to other 
employees. A large proportion have set a mirriTW TTm level 
<rf £4.00 ($6-68) an hour or more. "Almost all the organisa- 
tions concerned have had an eye on the prospect of a min- 
imum wage," says the report: ’ 

But it adds that both recruitment pressures in the 
labour market and trade union aspirations have also con- 
tributed to the trend. The companies have 'toot expressed 
undue concern dn public about the cost of the exercise" 
toe report adds. RobertTaybr. London 


Plan to impound 
unlicensed trucks 


“Cowboj’" hauliers who 
operate illegally are to be 
driven off the road under a 
new initiative to he 
announced today by Gavin 
Strang, transport minister. 
George Parker writes. 

Mr Strang will argue that 
unlicensed lorries are often 
unsafe and that they pose 
unfair competition to law- 
abiding operators. 

To tackle the problem, Mr 
Strang will announce new 
powers for inspectors to 
detain illegal heavy goods 
vehicles, and to tow them 
away to newly created truck 
pounds. Illegally parked pri- 
vate cars have long been 
subject to such impounding. 


Mr Strang believes illegal 
trucks tarnish the reputa- 
tion of an industry whose 
drivers often consider them- 
selves “knights of the road". 

“The practice of illegally 
operating vehicles is a seri- 
ous road safety risk both to 
the drivers themselves and 
to other road users." he will 
tell the Freight Transport 
Association national confer- 
ence today. 

Mr Strang will concede 
that the “tow away" scheme 
could create practical prob- 
lems - including that of 
dealing with a perishable 
cargo - and that consulta- 
tion with the industry was 
needed. 


Urban renaissance plan attacked on all sides 


A lmost 5.000 people 
each week move 
from England’s big- 
ger towns and cities to the 
countryside, threatening the 
rural environment, accord- 
ing to a report commissioned 
by the Council for toe Pro- 
tection o£ Rural England. 

Publication of the report 
this week coincided with a 
government announcement 
increasing - from 50 per 
cent to 60 per cent - the 
proportion of homes expec- 
ted to be built on previously 
developed, or “brownfield" 
land. 

The move may stem some 
of toe criticism that Labour 
- which traditionally draws 
its strongest support from 
urban areas - is no friend of 
the countryside. Next Sun- 
day’s Countryside March m 


Developers and conservationists say more public money is needed 


London is expected to 
include thousands of rural 
residents just as anxious to 
preserve the views from 
their homes as fox hunting 
supporters are to protect 
their sport 

John Prescott, the deputy 
pnme minister, has been 
attacked for allowing the 
development of grecnbclt 
land in Hertfordshire, the 
county to the north of Lon- 
don. and near the city of 
Newcastle upon Tyne in the 
north-east. But he says 
Labour wants to protect toe 
countryside by encouraging 
building in urban areas. 

“Urban renaissance is 
absolutely crucial,” he says. 
“I believe people do want to 


live in cities, if we can recap- 
ture them for a more beauti- 
ful style of living: if we can 
make them more secure; If 
wc can take back the inner 
cities which, in some areas, 
are dominated by crime and 
violence." 

But developers and envi- 
ronmental groups such as 
CPRE say this revitalisation 
will require increased public 
sector investment. Richard 
Best, director of the Joseph 
Row'll tree Foundation, the 
independent social policy 
research organisation, told 
MPs it would be foolish to 
expect developers to build on 
brownfield sites just because 
land was available. 

“People do not want to 


move to areas where there is 
high crime, poor schools and 
ineffective public transport," 
he said. 

Dennis Webb, chief execu- 
tive of Beazer. Britain's big- 
gest house builder, said:. 
“Some sites are Incapable of 
being redeveloped ... at a 
price toe pnblic is willing to 
accept" 

The conundrum for gov- 
ernment is how to release 
cash to improve the physical 
and social fabric of run-down 
urban areas without breach- 
ing seff-imposed, -spending; 
restraints. One proposal 
being considered by Mr Pres- 
cott is to use cash raised by 
taxing greenfield develop- 
ments to pay for revitalisa- 


tion. Some environmental- 
ists have suggested .taxing 
the’ construction pk ; hew 
homes which are. currently 
exempt, from , value added 
tax.--- • • . 

This would cause uproar 
among: builders who: would 
see it.as a tax on home own- 
ership. They would .find ft 
diiEcultito pass on the extra 
cost. to. people, -given that 
new., homes .account for only 

10 per cent of the mariset ' 

The Housebuilders' Feder- 
: ation ^ concerned that too 
GO per csnLfigare should be 
regarded as a national tar- 

getiTt said Its members were 

already exceeding the 60 pec 
cent target in cities such as 
Manchester,- 1 in the 


'north-west, and Newcastle 
i Tyne, but that it would 
- be-impossfble to achieve it ta 
-some of the counties of 
southern England. ‘ - 

i • Even • ■ development of 
hrownfleld sites can attract 
opposition from those living 
close by, Wd toe federation. 
The CPRE would like to see 
.even more done to -inhibit 
building In sensitive rural 
areas. 0 ... 

The government, like its 
Conservative predecessor, 
risks being scfljeered by the 
coni ttoQp g nasds .of provid- 
ing s uf fi c ient housing; pro- 
tecting*' toe countryside, 
encouragingtntian r^enera- 
. tion and restraining -public 
spending. I;'. - . 

Andrew Taylor 
George- Parker 
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to Cable & Wireless 


on 


inaugurating a new era 

in UK Telecoms. 


CABLE & WIRELESS 


Nortel are proud to have been chosen 
to design and build Network 2000: 
the most advanced national 
telecommunications network in the world 




Nortel (Northern Telecom) have been selected by 
Cable & Wireless Communications as their prime working 
partner on the £400 million Network 2000 project. 

Its unprecedented capacity and quality will allow 
CWC to offer new levels of speed, reliability and 
efficiency to UK business and corporate customers. 

Network 2000 will open new pathways to success for 


Cable & Wireless and for the many millions who will use it. 

At Nortel we draw particular satisfaction from 
the part we play in making every one of our 
customers successful. ^ _ _ 

For further information 1^1 J | ^ / I I 
visit our website on: 

www. nortel.com NORTHERN TELECOM 
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Eagle Eye * Louise Kehoe 

Return to basics 

Demand for cheaper personal computers has forced 
Intel to change strategy or risk losing market share 


Intel demonstrated a new 
version of its Pentium u 
microprocessor last week 
designed specifically for use 
in personal computers cost- 
ing less than $1,000 
(£600). 

Intel's move comes as 
sales of these “basic PCs", 
as the chip company calls 
them, ate soaring. 

More than 25 per cent of 

PCs sold in US retail outlets 
over the Christinas season 
[ were in the below 81,000 
category. Some were based 
on older versions of the 
Pentium chip, but many 
had something other than 
Intel inside; chips from 
Advanced Micro Devices or 
Citrix, now part of National 
Semiconductor. 

Intel has no intention of 
letting a big segment of the 
PC market get away, so the 
semiconductor industry 
leader has retnctantly 
acknowledged the market 
trend and come up with 
Covington. 

This stripped-down ver- 
sion of the Pentium n is 
expected to make its debnt 
this summer in PCs from 
Compaq and others selling 
for between $700 and 
$800. 

Covington is a quick fix - 
it lacks the performance- 
boosting high-speed cache 
memory that is packaged 
alongside today's Pentium 
Us. But it also marks a sig- 
nificant shift of strategy at 
InteL 

A year ago, the micropro- 
cessor manofactnrer was 
convinced that “ good 
enough" PCs would never 
catch on. Bowing to the will 


processors with built-in 3D 
graphics and audio process- 
ing capabilities. 

Still, Intel must find ways 
to tempt the public to buy 
more expensive, higher 
performance PCs if it is to 
maintain its stellar 
financial performance. 

No surprise, perhaps, that 
Craig Barrett, Intel 
president, still recommends 
buying the highest 
performance PC that you 
can afford. The “basic PC" 
will become obsolete much 
faster, he warns. 

Mr Barrett is right, of 
course. A year from now. 
the 81,000 PC I can buy 
today win be weO ont of 
date. But wiO today's 82,000 
PC be much better? 

Microprocessor speed is 
only one of the important 
features of a PC. Hard 
drives. CD-Rom drives, 
modems and other built-in 
peripherals are also 
important and these 
technologies are now 
changing even more 
quickly than Intel's 
microprocessors. 

On balance, it seems to 
me that buying a 81,000 PC 
today and replacing it a 
year from now is going to 
be a better deal than 
spending 82,000 for two 
years’ worth of creeping 
obsolescence. 


In libraries, there are those 
of us who spend most of our 
time leafing through the 
card catalogue, while 
others head straight for the 
shelves and browse through 


lists of relevant web sites 
on a given topic appeal to 
the shelf browsers. Then 
there are the automated 
librarians - called “agents’" 
or “robots” - that can do 
the job for yon. 

One website aimed at 
meeting all of these 
needs is OneSeek 
fuurm.oneseefc.com). It 
submits search terms to 
three different search 
systems - Yahoo*., AltaVista 
and Netbot - 
simultaneously. At the least 
it will help you decide 
which approach you prefer. 

Another OneSeek service, 
called Webchain, gives a 
glimpse of what the future 
may hold in web searching. 

Users can choose a 
category. snch as 
technology news, and 
automatically surf between 
as many as a dozen of the 
most popular websites in 
the field. 

This hands-off approach 
is more akin to scanning a 
newsstand. You see the title 
of the publication and the 
top headlines and may stop 
your search to read more 
whenever you see 
something that catches 
your eye. 

It is an interesting 
alternative to the 
“aggregation" of 
information from various 
sources - reliable or 
otherwise - that is in vogue 
at the moment on the 


Computer simulation • Michael Kenward 

A model of 



internet. The “auto surf" 
approach could be a winner 
because it fits more 
naturally Into the reading 
habits of subscribers to 
traditional medio. 


Intel now has 
more than 
600 of 


of consumers, it now has the sections of interest . 
more than 600 of Its best Then there an those whose itS best 
chip designers working aim is to catch the eye of a . 
feverishly to create new friendly librarian and seek chip designers 
microprocessors for the advice. . 

It is just the same on the WOTKlTlg 
internet - ... 

feverishly to 
create new 
microprocessors 


basic PC market 
These future products 
will incorporate as many of 
the functions of a multi- 
media PC as possible on a 
single chip. Later this year 
we can expect a Pentium n 
with on-board memory’ - 
code named Mendocino. 
Next will come micro- 


Raw searchers are 
determined to find all 
relevant documents using 
Boolean search methods via 
AltaVista or another 
“search engine". Directory 
services snch as Yahoo! 
that provide preselected 


Silicon Valley is best 
known for its high-tech 
products, bat over the years 
it has also exported many 
management mantras. 

The latest is: “Corporate 
politics is the enemy of 
technological progress 
Watch for this credo to 
make its way eastward 
across the US and beyond. 
Among Silicon Valley 
start-up companies, the 
principle is already well 
entrenched. 

Corporate politics 
typically revolves around 
the efforts of individuals to 
maintain a power base. It 
creates barriers to 
innovation and to the 
adoption of new 
technology, many 
believe. 

Perhaps it is just human 
nature. New technology 
upsets the status quo. it 
creates new ways to do 
business, enables open 
communications and 
provides broad access to 
information. Sometimes It 
undermines the business 
propositions on which a 
company is based. 
Often it threatens new 
competition. 

Coming to terms with 
new technology won't get 
easier. On the horizon are 
“ knowledge management" 
systems designed to extract 
and re-use the expertise of 
specialists on a corporate 
staff. 

Yet who among these 
experts will be willing to 
have bis or her brains 
“tapped" for use by their 
successors? 


Computer 
controls are 
cutting costs 
in process 
industries 


Ri 


nnnmp a rhpmirftl 

plant at a higher 
pressure or with 
the temperature 
turned up can do wonders, 
for output. But go too Ear 
and the whole thing just 
might explode. 

One way to find the opti- 
mum operating level is 
through trial and error. A 
less risky alternative is to 
simulate the operation of the 
chemical plant in a com- 
puter. If a h uman . operator 
does something silly, a com- 
puter model .will tell 
off. The only damage is to 
their self-esteem. 

The same computer mod- 
els that simulate the opera- 
tion of complex processing 
plants can also help in their 
design and in the control of 
their operation. Aspen Tech- 
nology, the US process soft- 
ware company, has become 
the leader in the growing 
market for process model- 
ling software. It has 
achieved this by its ability to 
capture the working of. a 
plant in computer models. 

It can take thousands of 
mathematical equations to 
describe all tbe chemical and 
physical processes that go 
on in a complex processing 
plant AspenTech’s strength 
has been in capturing this 
mass of detail in software - 
effectively a computer model 
of the plant The software 
then enables computers to 
carry out complex calcola- 



software can. assess many 
more variations and operate, 
ing conditions. '■ ... ' 

While t>i fg may seem to be 
a step towards eliminating 1 
operator skills, it could have 


varies, chemical plants, pap- Hdectat has combined 
ermakers, glass manufa c- . software, work and Labora- 
ttires. food processors and so toy experiments -to develop 
on - with a combined turn- models- af<xketene : pJajit. a 
over-in excess of $6,OOObn . standard part of many cbem- 
(£3.600bn)— - could save icals'ctuiiplexESi‘~ 


Share your views in the 
Eagle Eye discussion group 
on the FT web site 
( wwio.FT.com ) or contact 
Louise Kehoe by e-mail on 
louisetaFT.com 


toons to improve the plant's the opposite eflbct ideally a between IS per cent and 20 \ This resulted in -a 5 per 
design and operation. model should adjust its per coif of their production emit increase ’jh~the -plant’s 

Set up in 1981. AspenTech behaviour in response- to costs. DuPont, the US cbemi- capacity, -.^ays Dr Glich. 
(www.aspentech.corn) sup- market conditions - to cals company,, has estimated Hoechst is^tnihsferriny the 
plies software and services changing demand for partic- that it could 'save between techuology^o'^a plant in 

fSbn 'and $8bn a year by. 

'bringing the operation of its 
processing plants, up to the 
industry's best practice. 

Richard SchmptzeE.a prin- 
cipal consultant with BP Oil 


NOTICE OF REDEMPTION TO THE HOLDERS OF 

ENSERCH CORPORATION 
6-3/8% Convertible Subordinated Debentures Due 2002 
•CUSIP 293567 AQ6 

NOTICE IS HEREBY GIVEN that ENSERCH Corporation 
has elected to redeem all of its 6-3/8% Convertible Subordinated 
Debentures Due 2002 (Debentures} outstanding on March 27. 1998 
at a price in U.S. Dollars equal lo 10127% of the principal amount 
thereof, plus accrued and unpaid interest to the Redemption Date 
(Redemption Price). Accordingly, fi) ihe Debentures shall become 
due and payable on the Redemption Date and shall cease to bear 
interest on and after such date Hi) the Debentures shall cease to be 
convertible into shares of Texas Utilities Company common stock 
and all such conversion rights shall expire at the close of business on 
the Redemption Dale, (iii) any coupons appertaining to Debentures 
in bearer form maturing subsequent to the Redemption Dale will be 
void, and (iv> upon proper presentation and surrender of the 
Debentures (and, in the case of Debentures in bearer form, all 
coupons appertaining thereto maturing subsequent to tbe 
Redemption Date; at the appropriate office of Citibank. N.A. 
(“Fiscal AfienO referred to below, ou or after tbe Redemption Date, 
the Redemption Price will be paid to the holders of the Debentures. 
If Debentures in bearer form are presealed without the necessary 
coupons, the amount of such missing coupons will be deducted from 
the Redemption Price. 

If surrendering Debentures in CITIBANK 


registered form to hand or mil, investment bank 


present cenificatrfsUoi 


CITIBANK, NA. 

Corporate Trust Services 
1 1 1 Wall Street, 5th Floor 
New York. New York 10043 
(Conversion and Paying Agent) 
If mrmvkrinr Debentures m 


ItfwerfopnJaJmLjzBaL 


anifcsi&iMlctmni m: 


CITICORP INVESTMENT 
BANK-aUXEMBOURG)-Sw\. 
1 6 Avenue Mane Tberese 
Luxembourg 

(Conversion and Paying Agent) 

CITIBANK, NA. 

Citibank House 
336 Strand 
London WC2R 1HB 
England 

f Conversion and Paying Agent) 

CITIBANK. NA- 

Boulevard General Jacques. 2G3g 

B-I0150 Brussels 

Belgium 

(Paying Agent) 


Bahnbofstrasse 63 
CH - 8021 Zurich. Switzerland 
(Paying Agent) 

CITIBANK AG 
Ncue Maimer Strasse 75 
Postfach L 1033 
6000 Frankfurt/Main I 
Germany 
( Paying Agent) 

CITIBANK, NA. 

Cilkxnier 
19 Lc Parvis 

92073 Paris La Defense CEDEX 
Pans. France 
( Paying Agent) 

CITIBANK, NA. 
faro Buonaparte 16 
Milan. Italy. 20121 
(Paying Agent) 

CITIBANK, NA. 

Hereagractai 545/549 
Amsterdam. 1017BW 
The Netherlands 
(Pa\wg Agent) 


If you mail your Registered Debentures, we suggest the use of 
registered, insured mail. Payment with respect to a Debenture in 
bearer form cannot be mailed lo an address, or be made by transfer 
loan account. In the Untied States. 

The Debentures shall remain convertible, to accordance with 
their terms, into that number of shares of the common stock, without 
par value, of Texas Utilities Company obtained by dividing the prin- 
cipal amount of the Debenture! si being convened by 538.54. subject 
io adjustments under certain conditions, until the close of business 
on the Redemption Date. A prospectus wuh respect to ihe common 
stock of Texas Utilities Company Into which the Debentures are con- 
vertible may be obtained from Texas Utilities Company, c/o 
Shareholder Services. 1601 Bryan Street. Dallas. Texas 75201. tele- 
phone number (2 Id) 812-4600. Accrued and unpaid interest will not 
be payable wrib respect to Debentures delivered for cocversion. 

If you have any questions or want a copy of Ihe prospectus 
referred io in ihe preceding paragraph, please contact ENSERCH 
Corporation at (214)81 2-4609 or the Fiscal Agent at f800i 422-2066. 

rMviniii/A CJTlBAiK, H.A. 

CTTIBArKO on behalf of 

ENSERCH Corporation 

Dated: February 25. 1998 

Under U.S. Federal income tax law. paying agents may be 
required io withhold 31* or payments to holders presenting 
Debentures in registered form for redemption if such holders have 
failed 10 furnish a taxpayer identification number io die paying agent 
certified to be correct under penalties of perjury. 

•This CUS1P Number has been assigned to this issue by 
Standard & Poor's Corporation and is Included herein solely for the 
convenience of the holders of Ihe Debentures. Neither ENSERCH 
Corporation nor the Fiscal Agent shall be responsible for the selec- 
tion or use of the CUSiP Number, nor is any representation made as 
io its correctness on the Debentures or in this Notice. 
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to the process sector. Based 
in Cambridge, Massachu- 
setts . the company grew out 
of a US government-funded 
research project set up in 
response to the energy crisis 
of the 1970s. 

A team of researchers at 
the Massachusetts Institute 
of Technology set out to 
develop ways of describing 
in software the complex 
chemical reactions that hap- 
pen in refineries and other 
processing plants. 

The aim was to create soft- 
ware tools to design the syn- 
thetic fuel plants that were 
expected to replace conven- 
tional oil refineries. But the 
approach turns out to have 
wide-ranging applications, 
from power stations to 
refineries and even food pro- 
cessing plants. 

A computerised model , of a 
plant can replace the note- 
books full of rules and expe- 
rience that people rely on for 
manual control operations. 
Models are more efficient 
than humans, because the 


ular products, for example. 
Relieved of the need to deal’, 
wi th minute- by-minute 
operations, the plant's opera- 
tors can become a part of the 
company’s wider manage- 
ment process. / .' 

The growing availability of 
inexpensive computer power 
has opened the wa^ for com- 
puter control of process 
plants. Sensors can collect 
information on the state of 
the various stages in the 
plant, feeding data to tbe 
software models. These can 
work online to optimise the 
plant’s performance. 

Adding modern control 
systems can bring the bene- 
fits of computer control to 
even the oldest of plants. 

“Many of today's plants 
were originally designed 
with slide rules,” says Larry 
Evans, AspenTech’s chair- 
man and chief executive. 
“They have not had the ben- 
efit of today’s tech- 
nology." .. .;. 

Dr Evans estimates that 
process industries - ofl refi- 


India ahdj^ethnates that it 
win -a year to 

recDveF.^j&^cbst of t be 
. . . • 
has. started to 
> , various soft- 


based. in Cleveland, Ohio.; - ware packages. It is also con- 
says ‘advanced cont^ ^d^^necting- ' process - control 
automation could' ihcre^^^sfrm^^plant ciperatQr’s 
the profits from era? Mtb«C ^braration ^management 
processed by between 10 and .systt^ Dr, Evans describes 
20 cents. - ; . .; -’, 7'the?cqmBined approach as 

That is just the be^nning. .. “pfaDteDigec^". The idea is 
Full implementation' . of toTroduce what is. in effect, 


“model centric" process con- 
trol and business manage- 
ment might achieve as much 
as 50 cents more profit per 
barrel of feedstockihat goes 
through the company’s refi- 
neries.' “There is: a' slgmfl-/ 
cant amount of money avail- 
able with this, technology” . 
he exp lains . 

Hoechst, the German^ 
chemicals company, also. has ; 
an alliance with 'AspenTech.:.' 

Horst GUch of Hoechst .• 
says the company is con- - 
vinced of Ihe value of the, 
model-based, approach to 
plant operation- - 


the process plant equivalent 
of the 'office suite of desk-top 
.computing. . 



^Technology • 


mrM&n: 


yMChraorrth' 



Should companies impose a 
moratorium on new IT 
projects until their 
millennium problems are 
solved, as some leading US 
computer consultants have 
urged (Put New Projects on 
Ice. February 11)7 

The proposal is 
interesting but totally 
Impractical. It simply is not 
possible to prohibit IT 
development in order to 
force resources into Year 
2000 work. However, the 
idea does have aspects that 
are worth exploring. 

First much IT 

development is already 
being postponed or 
cancelled. The extent is not 
easy to gauge but there are 
some pointers. Last year, 
the Royal Bank of Scotland 
admitted to delaying 15 per 
cent of new IT development 
work and a survey by 
Gatton Consulting found 
25-50 per cent of new 
projects being postponed or 
scrapped. We can 
reasonably add two 
assumptions: that the Royal 
Bank's admission was 
diplomatically on the low 
side and that more planned 
projects will be postponed 
as the heat increases in Year 
2000 kitchens. 

This has obvious 
implications for company 
business plans but the most 
serious effects may be for 
some of the smaller software 
development too! veodors. 
Their market is being 
postponed for two years and 
those with shallower 
pockets may not last that 


Millennium Watch • Ian Hugo 

Delay, don’t prohibit 

A moratorium on new IT projects would be 
impractical but postponements will be needed 


long. In the US, some have 
already gone under, blaming 
Year 2000. So modi for the 
issue being a bonanza for 
the whole IT industry. 

Second, new projects will - 
□ot be the only casualties. 
Both Reuters and Citibank 
plan to scrap around 10 per 
cent of existing product 
lines, albeit the less 
important ones, to reduce 
the Year 2000 burden. 

It is safe to assume that 
they will not be the only 
companies doing thh and 
also that their public 


. for public services of 7, 
scrapping 10 per cent of 
“product tines” and 
delaying, say, 25 per emit of 
new development? It is nota 
question that governments ’J 
will be in a burry to answer 
but they should at least be . 
asked it 

In fact, the answra- 
regarding delays cazr 
already be glimpsed in the 
UK. Industries ranging from' 
electricity supply to 
financial services are' 
struggling to cope with hew . 
legislation that requires big 


be. far preferable to have 
governments acknowledge 
this need in the publie 
sector in advance and plan 
same constraints on -services 
rather than leave the 
outcome to chance. 
Companies snch as Reuters 
- and Citibank are 
minitniring the impact of 
this surgery by 
acknowledging the need 



On the bed: the beat to rising In the Year 2000 Mtchaii 


admissions may be 
diplomatically on the low 
side; as the heat rises in the 
kitchen, so the menu gets 
smaller too. 

Third, the mo$t 
interesting implications 
become apparent if we 
relate these private sector 
phenomena to the public 
sector. There is no reason to 
suppose that the public 
sector will suffer any less 
pain than the private sector; 
exactly the contrary, in fact, 
for reasons of budget and 
public sector practices more 
generally. . 

So the question is. this: 
what are the implications ' 


changes to their IT; and* 
delays and missed deadlines 
are alreadyocoming. / 
How much 'new legislation 
can anyone seriously expect 
to be tnqriemeiited in the - 
next two years? 

Finally, rather than 
merely describing tUs mess 
we ought to come up with 
some proposal*!- V ‘ , 

So, here are mine* ;; 
although they Will require a 


In the public sector, 
similar radical prioritisation 
will have to come by 
government prescription; it 
will hot be popular but it - 
will be better than leaving 
to ehance which public 
services survive. 

Second, with respect to 
delay of new developments, 
there is ah obvious wider 
role that governments can 
play. They can elect to delay 
aH inessential legislation 
requiring IT support. In 
public or private sector '' 

organisations, until the 
burden of Year 2000 work 
(and perhaps m trod action of 
the euro too) has been 
successfully overcome! . 
AgahCTatEcaL prioritisation 
will be needed if the kind of 
unwanted ripple effects 
from missed deadlines wo. 
are already seeing are not to 
! recur bn a much wider scale. 

These proposals are 
Vracticabte and would 
undoubtedly help. The 


question is: do governments 
;* hkve the nerve and the wffl? 

nnderstanding'thidVmoSt 

gormunerds have apt sofar Ian Hugo is edstor of 
shown. • - . - . MiReimium Watch, a regular 

First, with re?pect. to^the , brief^, 6ft. Year 2000 
percentage ' spbruored by (he UK's 

ltoes“to'beserapp^!ttvriff r ^ 







11 


FINANCIAL TIMES WEDNESDAY FEBRUARY 25 1998 ★ 


ARTS 



or 25 years, this col- 
umn has . maintained 
that the . naive' ai-gn- : 
ment which brackets 
. together -television, 
advertising and. violence (“If, TV 
sells detergent it must sell vto 
lence too”) is a nonsense. Nearly- 
everybody needs and wants 
detergent. What matters is the 
predisposition of the viewer, and 
also the intent of the advertiser. 
McDonald’s ran advertise all it 
likes but it'wlll not sell ttmny 
hamburgers to vegetarians. 
Spend as much as yon want on 
commercials for Carlsberg lager, 
yon will still find that yon sen to 
beer lovers, not teetotallers. TV 
campaigner Mary Whftehonse 
argues that all this sex and vio- 
lence drives viewers into copycat 
behaviour, yet . the more she 
watdies the less likely’ she is to 
copy it. Commercials or pro- 
grammes, the same rule. applies; 
the intent of the broadcaster and 
the predisp osition of the viewer 
are paramount. 1 
But where does that, leave us 
with what was once called the 
battle of the sexes, and is now 
called feminism? Judging- Grom 
what is seen in the DEj Ameri- 
can broadcasters moved on some 
years ago Into a post-feminist 
world where the old shrill aettv- . 
ism is tempered by humour. But 
in British broadcasting the femi- 
nist credo now has the same sort 



Television/Christopher Dunkley 

- the new underclass 


of standing as the the Koran in 
an Islamic state. Ton simply 
would 1 not be allowed to make 
the American sitcom Married 
urith Children in Britain, even 
though it is- shown hen' (always 

opt of peak hours)- British televi- 
sion drama, documentaries, and 
. even children’s, programmes rou- 
tinely treat males - hut only 
nudes - with ridicule and con- 
tempt. In soap operas and situa- 
tion comedies, women are not 
just portrayed .as,' the equals of 
men in areas where men. were 
once seen, rightly or wrongly, as 
superior (practical mechanics, 
sheer physical: strength); women 
are constantly portrayed as mor- 
ally, emotionally and cerebrally 
superior. 

The reason for this .wfU. be for 
historians and sociologists to 
say. They may conclude that, 
apart from American, university 
teachers, no professional group 
took to feminism -with as much 
passion as broadcasters, of both 
sexes. Some of the keenest femi- 
nists in British television are 
-male. Personal observation, and 
the experience of friends, sug- 


gest that in this matter broad- 
casters are not representative of 
the British population as a 
whole. Notions considered by 
those within broadcasting to be 
self-evident troths (it is better 
for a woman to go out to work 
than stay at home and look after 
children, women should serve 
alongside men in warships, it is 
as natural for women as for men 
to become boxers) are not seen in 
anything like the same light by 
many members of the viewing 
public. 

S ome agree, of course, 
but most seem to feel 
that while the pre-19H) 
world of men and 
women needed chang- 
ing, none of ns needs the 
. tediously repetitive denigration 
of ineu and masculinity, and the 
reversal of sexual stereotypes, 
which now permeates so much 
television. Last night saw the 
start of a six-part BBC2 series 
called Bow Do you Want Me? 
Billed as a comedy, it is difficult 
to imagine anyone sitting in 
front of it and laughing very 


much. Newly married lan and 
Lisa moved to the Tillage occu- 
pied by her family, and Ian 
proves to be stupid, incompetent, 
and tactless. At a dinner with all 
the village worthies, including 
her family, he gets drunk and 
tells a ludicrously HI thy story. 
Men, eh? Bis partner, contrast- 
ingly, is bright, charming, diplo- 
matic and altogether wonderful, 
which haitily needs saying since 
she Is, of course, a woman. This 
series is written by Simon Nye 
who also wrote Men Behaving 
Badly, which gets its laughs 
from depicting men as total 
incompetents in all departments: 
in bed, in the office, in the 
kitchen, everywhere. It may be 
significant that while this has 
been a big ratings success in 
Britain, the special version made 
for the US bombed, and a second 
series has not been commis- 
sioned. Perhaps the undiluted 
ridicule of men which is de 
riguewr in Britain is no longer 
acceptable in the US. 

Sunday brought the first of a 
two-part drama called Heaven On 
Earth in which a trendy Loudon 


couple find their life falling 
apart. They move, lock, stock 
and barrel to the primitive reli- 
gious community in Wales from 
which the wife originates, and 
guess which of them promptly 
starts getting all silly and emo- 
tional and succumbing to reli- 
gious extremism? The man. natu- 
rally. while the woman remains 
level beaded, practical, and in all 
respects admirable. 

L ast week in the same 
slot on the same chan- 
nel (BBCl) in a drama 
called Our Boy. the 
child of the family was 
was killed by a hit-and-run 
driver. And which parent went 
to pieces, weeping and wailing 
and being utterly overcome by 
emotion? Naturally the man, the 
big, butch West Ham supporter. 
No doubt the writer realised that 
if he had given the tearful role to 
the mother he would have had 
the script thrown back with 
instructions not to be such an 
old fashioned male chauvinist 
pig. 

Across the full front of broad- 


casting, it hardly matters where 
you look; feminist revisionism is 
everywhere. Tomorrow sees the 
start of another new drama 
serial (BBCl again) to which the 
cover of the current Radio Times 
is devoted. “Real Women" says 
the huge headline, and below 
that, “BBCl 's famous five on 
female friendship in the 
nineties". It is inconceivable that 
such a cover could be devoted to 
“Real Men" today unless the 
intention was sarcasm. Last 
week’s cover showed the cast of 
Red Dwarf: Ri miner, the cow- 
ardly prat. Lister the sex-mad 
slob. Cat the fashion-mad idiot, 
with only Kryten having any 
admirable human qualities - lay- 
alt)’. compassion, affection. Be is 
a robot, of course. 

There are plenty of gleaming 
role models around; the paragon 
at the centre of The Ambassador 
who has the mind of Sherlock 
Holmes and the skills of a diplo- 
mat; the coroner in Mortimer's 
Late who combines the talents of 
academic genius and ministering 
angel; the fatter half of the part- 
nership in Jonathan Creek who is 


strong, confident and brave 
while Creek himself is a fey and 
wimpish hypochondriac. These 
prodigies are played by Pauline 
Collins, Amanda Root and Caro- 
line Quentin, No matter what 
channel you choose (try Dressing 
For Breakfast on Channel 4 or 
Came On on BBC2) you will find 
men portrayed as pitiful emo- 
tional cripples, sexually inept, 
and hopelessly impractical. 

But does it matter? Sorely this 
is merely a righting of the bal- 
ance? Even if this threadbare 
feminist assertion were true 
(which it is not; as well as motb- 
er-in-law jokes there were 
always vicar jokes, salesman 
jokes and at least as many anti- 
man as anti-woman jokes) it 
would be pathetic to argue that 
male sexist rubbish is wrong but 
female sexist rubbish right The 
real worry is the one with which 
we began. What is the intent of 
the broadcasters? Some sort of 
emasculation seems to be the 
answer. And the predisposition 
or the viewers? Very mixed, with 
many older men Irritated but 
seemingly resigned; younger 
men often deeply uncertain; and 
women r unnin g the gamut from 
vengeful triumphalism to 
thoughtful anxiety. 

Zt is the slavish uniformity of 
this simple-minded revisionism 
in British broadcasting which is 
so destructive of good television. 



Pause for thought in an Irish country pub: scene from Hie Weir*, a beautifully crafted, compassionate play by Conor McPherson 


Theatre/Sarah Hemming 


Haunted by love, loss and loneliness 


C ompared with many of 
the recent successes at 
the Royal Court Thea- 
tre, The Weir by Conor 
McPherson Is pretty short on 
incident It takes place in real 
time and consists of a small, 
group of people talking the night 
away. Yet it is far more dramatic 
th an many a new play, partly 
because it takes one so skilfully 
through the process of. catharsis. 

It Is a beautifully crafted and 
compassionate piece, dealing 
with love, loss and loneliness. It 
works because one believes so 
intensely in the characters, that 
one shares the experiences they 
talk of, because it contains at its 
heart a shattering event and 
because it demonstrates the heal- 
ing potential of storytelling. 

The play is set in a small, 
run-down pub in a remote part of 


Ireland. Here a few locals gather 
to drive away the lonely evening. 
There’s Jack, the old fellow with 
the garage who lives by himself 
there’s Jim, the odd-job man who 
lives with his ageing mother; and 
there's Brendan, the big, shy bar- 
man who has never plucked up 
the courage to marry. Their aver- 
age evening of banter and small 
talk is interrupted by the arrival 
of Finbar, a local who has gone 
up in the world by moving down 
to the' town, and his guest 
Valerie, a newcomer to the area. 
McPherson stirs up plenty of 
comedy from the impact of the 
young woman on this gaggle of 
lonely mem as they try to outdo 
one another In drink- buying, 
joke-telling and yarn-spinning. 
There is a wonderful moment 
when Valerie asks for a glass of 
white wine and the men don't 


know where to put their feces. 

There may be slight echoes of 
Playboy of the Western World in 
the situation, but McPherson 
takes the play in his own direc- 
tion. The men start telling 
spooky tales, each one worse 
than the last; but just as they 
think they have gone too far. 
Valerie decides to tell her own 
ghost story. It would be unfair to 
disclose what it contains - let us 
just say it deals with the worst 
kind of loss. Suddenly, you are 
plunged into raw tragedy and 
find yourself aching, with the 
characters on stage, to heal the 
desolate grief of this young 
woman who is genuinely 
haunted. 

If listening to Valerie's story is 
agony, it is necessary to go 
through it to experience the 
recovery afterwards, as the men’s 


decent humanity wraps round 
her like a blanket Sitting by the 
stove. Jack recalls the small act 
of kindness that rescued him 
from the doldrums of Ms life- 
changing catastrophe. It is in 
such details that the play asserts 
the value of empathy, while 
reflecting on the role of story- 
telling to shape and make sense 
of experience. 

I t is served by an outstand- 
ing cast and a sympathetic 
and perfectly paced produc- 
tion by Ian Rickson. Trans- 
ferring to the Duke of York's 
from the smaller theatre where it 
was first shown. Rickson opens 
the play out across the stage, 
shaping the tension, swooping 
from comedy to tragedy, and 
dealing wonderfully with the 
play’s great variety of pauses - 


expectant, awkward, resentful, 
sympathetic. 

The cast give fine, understated 
performances that respect their 
characters' dignity while exploit- 
ing their comic potential. We 
enjoy Jim Norton as the wily old 
Jack, Kieran Ahem as the 
gauche Jim, and Des McAleer as 
the slightly swaggering Finbar. 
Brendan Coyle manages to hunch 
over the bar in a dozen eloquent 
ways, and Julia Ford is excellent 
as Valerie, telling her chilling 
story as if it were indeed being 
tom out of her that moment. 
WMle she speaks, the rest of the 
cast sit still as stone, as, indeed, 
does the audience: a rare tribute 
to a fine piece of writing. 


Royal Court Downstairs, Duke of 
York’s, London WC2 to March 28 
(0171 565 5000). 


Opera/David Murray 

Giordano 

unmasked 


T he Royal Opera per- 
formed Umberto Gior- 
dano's Andrea Chenier - 
romantic melodrama 
amid the French Revolution - in 
concert at the Royal Festival Hall 
on Monday (repeated tins Fri- 
day). Good thinking: to make 
Andrea Chenier even look like a 
decent opera on stage is an 
expensive waste of time, whereas 
if the latest terrific young tenor. 
Jose Cura, is to band they can 
sell out the Royal Festival Hall 
twice and reduce their deficit. 

Or, as their chief executive 
Mary Allen writes in the pro- 
gramme-book: "During the cur- 
rent two seasons outside Covent 
Garden, we look forward to 
exploring new territory and rep- 
ertory. so as to arrive refreshed 
for the reopening of our reborn 
theatre at the end of the cen- 
tury." The takings from Cura's 
Chenier ought to help with that 
The Cura sound is terrific: 
large, lustrous, true-pitched and 
slightly hari tonal, like his mentor 
Placido Domingo's, and yet free 
and ringingly forceful at the top. 
Unlike Domingo, he is still learn- 
ing how to let the words guide 
the expressive sense of his music, 
which was after all standard 
composers’ practice in the 19th 
century. Though Giordano never 
found the hang of it! - wMch is 
why a super-tenor like Cura is 
well advised to Jet valour get the 
better part of prudence in his 
Ch6nler. 

Most people sometimes enjoy 
just listening to impressive 
voices, and there are many who 
regularly lust after such experi- 
ences: opera-as-we-know-it 

wouldn't exist without that wider 
audience. The little army of culti- 
vated Mozart- and Wagner-lovers 
would never suffice to keep the 
whole machine going. On the 
other hand, they are also the 
ones who will not be content 
with “opera" reduced to concert- 
performances, and the occasional 
staging of very popular pieces in 
dicey venues like the Albert Hall. 

This week's Chenier offers not 
only Cura, but Maria Guleghina 
as his adored Maddalena and 
Anthony Michaels -Moo re as the 


Damonesque Gdrard. The timbre 
of Guleghina 's ample soprano is 
deep and limpid, yet suggestively 
veiled - and untroubled by any 
concern to make much of her 
words. (Often she was momen- 
tarily vague about pitch, though 
usually she homed swiftly into 
the right one.) Some day soon, 
she will find a role that wants 
exactly her enticing qualities; 
Maddalena is not quite it. 

Michaels-Moore has the right 
cold-blooded fervour for Gerard, 
if not the throat-grabbing open- 
ness to make the stiff declama- 
tions that Giordano gave him 
humanly affecting. By sheer grip, 
be scored with “Nemico della 
patria" in Act 3. Jason Howard 
sang a robustly attractive 
Roucher; Robin Leggate, John 
Dobson and Anne-Marie Owens 
did everything possible for their 
lesser roles. 

O ne sympathised with 
Fiona Kimm, whose 
short-lived but lively 
Act l part as the 
Countess needs desperately to be 
filled out on stage. Giordano’s 
music for her being so meagre. 
But that represents the basic 
problem with Giordano: except in 
the narrowest, most literal sense, 
he was hardly a "composer” at 
all. He was a keen, intelligent 
would-be composer (his parents 
tried to discourage him, rightly, 
and 20 years before his death be 
gave up composing altogether) 
who learned how to do the sort of 
thing his better contemporaries 
did at similar junctures, and pro- 
duced lifeless versions of it Mod- 
erately skilful imitations of “local 
colour", too; but never acutely 
expressive vocal lines, nor even 
good tunes. 

Honest plagiarism would prob- 
ably have been better. Giordano's 
one great knack was for devising 
routinely passionate rhetoric 
(slow and loud, with tremolo- 
block-chord accompaniments) in 
the best registers of the various 
voice- types. It flatters the right 
singers tremendously, and the 
pleasure it gives them is often 
infectious. Beyond that - well, 
nothing much. 


iNTERNAtlONAi.' 
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■ AMSTERDAM 

OPERA 

Netherlands Opera, Hot 
Muziektheater 

Tel: 31-20-551 8911 
Die WalkDre: by Wagner. New 
production conducted by 
Hartmut Haenchen in a staging 
by Pierre Audi: Feb 25 • 


■ BELFAST 

OP ERA , ^ 

Opera Northern Ireland, Grams 
Opera House 

Tel: 44-1232-241919 
Hansel and Gretel: by ... 
Humperdinck. Conducted by 
Graham Jackson in a staging by 
Aidan Lang, with designs by Les 
Brotherston; Mar 1 


18354 

onto Orchestra: 
JIaudio Abbado In 
raven and Mahler. 


With soloists including Alfred 
B rend el and Anne-Sofie von 
Otter, Feb. 28; Mar 1 - 

OPERA 

Staatsoper unter den Linden 
Tel: 49-30-2035 4555 
wwwJSteBtsoper-berGn.org 
Falstaff: by Verdi. New 
production conducted by Claudio - 
Abbado in a staging by Jonathan 
Millar. Ruggero Raimondi sings 
the title role; Feb 27; Mar 2 


■ BOLOGNA 

OPERA 

Teatro Comunale 

Tel: 39-51-529 999 
www. nettuno.it/bo/ . 
teatrocomunaJe 

II Campiello: by Wotf-FerrarL New 
production conducted by Bruno 
Bartotettlina staging by Nanni 
Garetfa, with designs by Antonio 
Rorentino; Feb 26, 28; Mar 1 


■ BOSTON 

exhibitions 

Museum of Fate Arts, Boston . 
Tel: 1-617-2679300 
A Grand Design: The Art of the 
Victoria and Albert Museum. 
North American tour of selected 
objects from the V&A’s 
collection. Consists of 250 works 
of art ranging from Leonardo da 
VInd's notebooks to shoes by 
Vivienne Westwood; from today 
until May 17 


■ BRUSSELS 

OPERA 

La Monriafe . 

Tel: 32-2-229 1211 


Duke Bluebeard’s Castle; new 
production of BartAk's one-act 
opera, conducted by Lothar 
Zagrosek. Staging by Anne 
Teresa de Keersmaeker, who is 
also choreographer of Quafuor 
Nr. 4, which completes the 
programme. The sets for 
Bluebeard are by Gisbert jakel, 
with costumes by Rudi 
Sabounghi; Feb 25, 26, 27, 28; 
Marl 


■ CHICAGO 

CONCERTS 
Orchestra Hall 

-Tel: 1-312-294-3000 
www.chfcagosymphony. org 
Chicago Symphony Orchestra: 
conducted by Zubin Mehta In 
works by Crumb and Bruckner, 
Feb 26. 27, 23 


■ EDINBURGH 

OPERA 

Edinburgh Festival Theatre 

Tel: 44-131-529 6000 
Scottish Opera; Cos! fan tutte, by 
Mozart. New production by 
Stewart Laing, conducted by 
Nicholas McGegan; Feb 26 


■ HELSINKI 

OPERA 

Finnish National Opera 
Tel: 353-9-4030 2211 
The Magic Flute; by Mozart New 
production by Swedish director 
Etienne Glaser, conducted by 
Okko Kamu; Feb 27; Mar 2 


■ LISBON 

OPERA 


100 Days Festival, Expo '98 
Kirov Opera: Betrothal in a 
Monastery, by Prokofiev; Main 
Auditorium, Centro Cultural de 
Bel£m; Feb 25 


■ LONDON 

CONCERTS 
Barbican Hall 

Tel: 44-171-638 8891 
London Symphony Orchestra: 
Mstislav Rostropovich conducts 
a programme of works by 
Shostakovich; Feb 26; 

Mar 1 

EXHIBITIONS 
National Gallery 
Tel: 44-171-839 3321 
Anthony Caro at the National 
Gallery: Working after the 
Masters. Display of recent 
sculptures which take their 
inspiration from painters 
including Mantegna and 
Rembrandt; from today until 
May 4 

OPERA 

English National Opera, 
London Coliseum 

Tel: 44-171-632 8300 

• The Elixir of Love: by 
Donizetti. New production, 
directed by Jude Kelly and 
designed by Robert Jones. The 
conductor is Michael LJoyd; Feb 
25, 27 

• The Tales of Hoffman: by 
Offenbach. New production by 
' Graham Vick, designed by 
Tobias Hoheisel and conducted 
by Paul Daniel/William Lacey. 
Cast includes John Tomlinson; 
Feb 26; Mar 2 

• Xerxes; by Handel. 


Conducted by Noel Davies in 
Nicholas Hytneris production, 
revived by Emma Jenkins; Feb 
28 


■ LOS ANGELES 

OPERA 

L A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.laopera.org 
The Magic Flute: by Mozart. 
Revival conducted by Julius 
Rudel in a staging by Sir Peter 
Hall; Feb 26; Mar 1 


■ MANCHESTER 

CONCERTS 

Bridgewater Hall 

Tel: 44-161-907 9000 

BBC Philharmonic: conducted by 

Sir Charles Mackerras in an 

all-Jand&ek programme including 

his Glagolitic Mass; Feb 28 


■ MUNICH 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-21 85 7920 
The Midsummer Marriage: by 
Michael Tippett Munich 
premiere. Mark Elder conducts a 
production staged by Richard 
Jones, with a cast including 
Alison Hagley and Philip 
Langridge; Feb 25, 28 


■ NEW YORK 

CONCERTS 
Carnegie Half 

Tel: 1-212-247 
www.camegiehaJLorg 

Sibelius Academy Symphony 


Orchestra: conducted by 
Esa-Pekka Salonen in works by 
Beethoven, Sibelius and 
Stravinsky; Feb 25 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www. metopera. org 
Samson et Dalila: by 
Saint-SaSns. New production by 
Elijah Moshmsky, with designs by 
Richard Hudson; Feb 25, 28 


■ PARIS 

CONCERTS 

Salle Pleyel 

Tel: 33-1-4561 6589 

Orchestra de Pahs: conducted 

by Leif Segerstam in works by 

Segerstam and Sibelius. With 

violin soloist Gidon Kremen Feb 

25, 26 

OPERA 

Op6ra National de Paris, Opera 
Bastille 

Tel: 33-1-4473 1300 
Tristan und Isolde: by Wagner. 
New production conducted by 
James Conlon in a staging by 
Stein Winge, with designs by 
Lennart MOrk. Cast indudes 
Wolfgang Schmidt and Sabine 
Hass: Feb 27 


■ ROME 

OPERA 

Teatro dell' Opera 

Tel: 39-6-481601 
www.thamix.ft . 

La Favorite: by Donizetti. New 
production by Beni Montresor, 
conducted by Frederic Chaslin; 


Feb 25, 26, 28: Mar 1 


■ SAN 
FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Tel: 1-415-864 6000 
www. sfsymphony. org 
San Francisco Symphony 
Orchestra: conducted by Michael 
Tilson Thomas in Stravinsky's 
The Firebird. Programme also 
Includes works by Takem'rtsu and 
Copland's Clarinet Concerto, 
with soloist Richard Stoltzman; 
Feb 25, 26, 27, 28 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

(XL30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19.30: World Business Today 
22.001 World Business Today 
Update 

• Business/Market Reports: 
05:07: 06:07; 07:07; 08:20; 09:20; 
10:20: 11:20; 11:32; 12:20; 13:20; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 



Edward Mortimer 


Re-thinking Iraq 

The west must treat the Iraqi people as allies, not 
pawns, in its struggle to unseat Saddam 


Writing columns can get 
you into strange company. 
Alter my criticism of 
Anglo-American war plans 
in Iraq I got an invitation to 
address an anti-war raliy 
outside the House of Com- 
mons. and a discreet 
enquiry From the French 
embassy, which wanted to 
know whether my misgiv- 
ings about the proposed 
bombing were shared 
within the British cabinet. 

On the other hand, my 
argument that the west 
should be helping the Iraqi 
opposition to get rid of Sad- 
dam Hussein puts me shoul- 
der to shoulder with some 
of the most hawkish and 
pro-Israeli public figures in 
the US - people such as 
Richard Perl*, the Penta- 
gon's "prince of darkness” 
in the Reagan era. and Mar- 
tin Peretz. publisher of the 
ultra-Zionist New Republic 
magazine. 

They are among the sig- 
natories of a manifesto sent 
to Bill Clinton, the US presi- 
dent. last week by the 
•‘Committee for Peace and 
Security in the Gulf”. This 
calls on the US to: 

• Recognise a provisional 
government "based on the 
principles and leaders of the 
Iraqi National Congress". 

"Restore and enhance 
the safe haven in northern 
Iraq" and "establish a zone 
in southern Iraq from which 
Saddam's ground forces 
would also be excluded”. 

Lift sanctions in these 
areas. 

Release frozen Iraqi 
assets fS1.6bn in the US and 
UK alone) to the provisional 
government "to fund Its 
insurrection”, as long as it 
“continues to promote a 
democratic Iraq”. 

Facilitate broadcasts 
from US transmitters and 
establish a "Radio Free 
Iraq”. 

Assist the provisional 
government's offensive 
against Saddam "logisticaUy 
and through other means”. 

• Bring a war crimes 
indictment agains t Saddam 
and his lieutenants. 


• Launch an air campaign 
against “the pillars of his 
power” - Republican Guard 
divisions and military infra- 
structure. 

• “Position US ground 
force equipment in the 
region so that, as a last 
resort, we have the capacity 
to protect and assist the 
anti-Saddam forces”. 

That programme is cer- 
tainly more like a strategy 
than what we have now. 
But is it realistic? 

It puts a great deal of 
weight on the Iraqi National 
Congress. This was, when it 
was formed in 1992, an 
impressively broad -based 
coalition of Kurdish and 
Arab opposition parties. But 
in many’ people's eyes it is 
now discredited. The Kurd- 
ish parties have been fight- 
ing each other for most of 
the past four years. Many of 
the Arab groups have with- 
drawn their support for the 
INC, angry or jealous at the 
dominant role of its leader. 
Ahmad Chalabi. against 
whom old accusations relat- 
ing to his banking career in 
Jordan during the 1980s are 
constantly brought up. 

The INC lost its radio and 
TV transmitter, and had 
many of its rank and file 
troops caught and executed, 
when one of the Kurdish 


leaders. Massoud Barzani, 
invited Mr Saddam's troops 
to help him fight his rival 
Jalal Talabani in August 
1996. Tile CIA then with- 
drew its half-hearted sup- 
port For the INC, which has 
languished in exfie since. 

Yet Mr Chalabi insists 
that his organisation is 
intact, and says he can put 
3,000 fighters back on the 
ground in northern Iraq as 
soon as be gets guarantees 
of western support. They 
would then act as a nucleus 
for a new insurrection, 
attracting more defectors 
from the Iraqi army and 
gradually expanding the 
"safe haven”, as long as it 
continues to be protected by 
western air cover. 

Are such bellicose ideas 
still relevant, now that Kofi 
Annan has defused the 
immediate crisis over weap- 
ons inspections? Almost cer- 
tainly yes, since the nature 
of the regime has not 
changed. But the political 
aspects of the programme 
must come first. Before any 
new military action is con- 
templated the battle lines 
must be redrawn, so it is 
clear that the action is 
aimed at helping the Iraqi 
people, not punishing them. 

And that means the puni- 
tive sanctions must be 



ended. However true it is 
that these sanctions are not 
directly responsible for the 
malnutrition and inade- 
quate medical facilities so 
widely reported in Iraq - 
since food and medical sup- 
plies have never been 
embargoed, and Mr Saddam 
has plenty of money to 
spend on new palaces - it Is 
also true that he has been 
able to exploit them to put 
himself in the right and the 
west in the wrong. 

The new “oil-for-food” res 
olution should in any case 
have the effect of ending the 
purely punitive aspect of 
sanctions, since it author- 
ises Iraq to sell more oil 
than it is currently able to 
produce. So the argument 
should shift to the way the 
proceeds are spent, with the 
UN trying to ensure that 
they are used for humani- 
tarian purposes while the 
regime seeks to appropriate 
them for purchasing or 
manufacturing weapons and 
for other aims of its own. 

At the same time the 
legitimacy of Mr Saddam’s 
regime must be openly chal- 
lenged, by a process sepa- 
rate from the sanctions and 
the weapons control regime. 
This should take the form of 
an indictment for war 
crimes arid crimes a gains t 
humanity, based on the 
grim series of reports on 
human rights violations in 
Iraq submitted to the UN 
general assembly by its spe- 
cial rapporteur. Max van 
der Stoel. 

By delegitimising Mr Sad- 
dam, the international com- 
munity ran l egitimise sup- 
port for an alternative 
government, and so rebut 
the charge that it is seeking 
to break up Iraq or to vic- 
timise the Iraqi people. That 
makes more sense, in both 
strategic and humanitarian 
terms, than leaving Iraq to 
the triple agony of contin- 
ued oppression by Mr Sad- 
dam, indefinite sanctions 
and periodic bombing. 


Saddam: his regime must be openly challenged 


Edward. Mortimer 
(aFT.com 




Blue skies, clean air. 

What else would you expect in the desert? 

Would you beliovc, the fasteit -growing indusfricJ complex in the world? 

Chemicals, pbstics, fertilizers.. .ad told, SABfC's output is running at 20 million 
tonnes a year ond set to increase to approximately 25 million by the jmor 2000. 

Not a bad track record, we think you'll agree, foe a company Formed only 
20 years ago. ' - ' ' 

We're proud to say our record on environmental protection is ecjuciy impressive . 

Starting from scratch meant wc could construct stoJe-otthe-cjrf plants meeting 
the highest infemationoJ standonls in pollution controL 

The proof? Fourteen of our plants already have the coveted ISO-9002 
certificate and the rest are set to follow. 

For us, the sky's the limit. And we irtfend to keep it dearu 
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Brussels should take note of 
IMF stance on Kenya aid 


: ;yV ; ; languages. , .-; ...... ,, 

No further 

From Mr Matt King. 

Sir, united Nations secre- 
tary general Kofi Annan's 
description of Ms success in 
Baghdad - “you can do a lot 
with diplomacy, but of 
course you can do a lot more 
with diplomacy backed up 
by firmness and force” - is 
re minis cent of words attri- 
bated to another, less praise- 
worthy, individual, one A1 
Capone: “A man can go a tot 
ftirtber with a kind word 
a nd a gun than with a kind 
word alone”. One hopes that 
Mr Annan's borrowing goes 
no further than the dictio- 
nary of quotations. 

Matt King, 

111 West 67th Street. 

New York, NY 1002S, US 


From Mr Graham Watson 
MEP. 

Sir, The International 
Monetary Fund’s derision to 
rule out an early resumption 
of a suspended loan agree- 
ment with Kenya is one 
which should be welcomed 
from an institution, which is 
Often less than discerning in 
its provision of financial aid 
r»ff rules out early loan 
agreement with Nairobi”, 
February 19). 

The hind's tough stance is 
recognition that the self- 
proclaimed professor of poli- 


tics. Daniel arap MoL has 
presided over years of 
national decline attributable 
to endemic graft and corrup- 
tion in the ruling Kana elite. 

However, it should be 
observed that it was left to a 
financial institution to take 
the political »nd ethical lead 
where the European Union, 
another leading donor body, 
foiled to act swiftly. Several 
months after the IMFs deri- 
sion, the Commission 
announced the suspension of 
a package worth Ecu&tm to 
Kenya destined for prestige 


projects such as the 
Nairobi/Momhasa highway. 

: Following his re-election. 
President Moi appears to be 
more preoccupied with his 
succession struggle than 
seriously tackling- corruption 
in his ranks. The IMF con- 
cludes it is in its best inter: 
est not to reinstate aid. The 
European Commission, 
please take note. 

Graham Watson, 

The European Parliament, 
Rue Wtertz, 

1047 Brussels, Belgium 


At the vanguard of party reform 


From Mr John Gtanmer MP. 

Sir, Philip Stephens is 
wrong to suggest that pro- 
European Conservatives 
have been sidelined in the 
party (“Irrelevant Tories", 
February 23). Not only is the 
Conservative Group for 
Europe one of the party's 
largest (and growing) single 
issue organisations success- 
fully campaigning for a posi- 
tive vision of Britain’s role 
at the heart of Europe; we 

are camp ai gning - with the 
leadership, very much at the 
heart of the debate. 

The argument about 
whether we are pro- or anti- 
European is history. We are 
a pro-European party. As 
W illiam Hague told the Con- 
federation of British Indus- 
try conference in November 
“Let us not have debates 


about who is pro- or anti- 
European. We should all be 
pro-European. Pro about a 
Europe that is flexible, not 
rigid: that is about diversity 
not uniformity; that is out- 
ward-looking, and does not 
turn itself into a fortress.” - . 

Being modem is about 
being pro-European, as Mr 
Hague has recognised. 

Young people and the busi- 
ness community know that 
their interests are not just 
British, but European. When 
they sell to Germany, France 
or Italy (more than 60 per • 
cent of our trade is with our 
European partners) they are 
making- a success of the ir 
own enterprise and the sin- . 
gle European market - itself 
bom from a British Idea. ' 
Enlargement of the Union, 
too, is a fundamentally good 


Conservative policy. 

As modem Conservatives, 
we are at the vanguard of 
the reform and renewal pro- 
cess w ithin the party, urging 
the continuation qf a posi- 
tive policy towards EU mem- 
bership and a development 
of our relations with our 
partners on the Continent. 
So there is no need to be 
defensive. We are in Europe 
to make a success of our 
own enterprise and to spread 
the same economic and polit- 
ical freedoms across the 
world. All Conservatives can 

share onr platform: 

John Gammer, . 
chairman. - ■ 

Conservative Group fair: 
Europe, 

2 Queen Anne’s Gate, ... 
London SWlH 9AA. UK 


Ingredients hard to find in Indonesia 


j 


From Mr Patrick Wye. 

Sir. Christopher Wood 
(Letters, February 13). tak- 
ing issue with Lex’s view 
(February 12) of Hong Kong 
in 1983. says he was in Hong 
Kong at that firm* it is clear 
from his suggested solution 
for Indonesia that he is not 
in that country today! 

Indonesia has a prolifera- 


tion of under-capitalised and 
under-managed banks, its - 
legal and accounting stan- 
dards are in no way compa- 
rable with those of Hong 
Kong, and there is not the 
political integrity and disci- 
pline - elements so essential 
to the success of Hong • . 
Kong's currency board. - - 

A managed exchange rate 


must depend oil an indepen- 
dent currency board beyond 
and above political and 
nepotistic pressures -ingre- 
dients that wiD be hard to 
find in Jakarta! ■ 

Patrick Wye, . '1 

1619-Valecroft Avenue, •_ 
Westlake Village, ? . : 
California 91361; US". : 


Don’t play 
with music 

From Mr Angus Young. 

Sir, The article “Country 
star enters fresh constella- 
tion'' (February 16) concern- 
ing country music outside 
the US highlights concerns 
. among foreign fens. The key 
theme is the remixing of the 
original for the foreign mar- 
ket. In my view, if I buy an 
album. I would Uke that 
aihirm to be as originally 
intended by the artist, not a 
mix of what the producer 
believes I want to hear. For 
example, country music 
singer Deana Carter released 
“Did I Shave my Legs for 
This?" In 1996 in the UK, 
then at the end of 1997 
released the US original with 
the same title - it overlap- 
ped three songs between the 
albums. This could be seen 
as a manipulative way of 
encouraging true fans to pay 
inflated import prices to get 
an album they originally 
.wanted but could not until 
the record company decides. 
This should be stopped 

Angus Young, 

178 Truro Court, 

1 Mortimer Street, 

Sheffield SI 4BZ.UK 
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The vicious circle pn gnifing- 
Thailand for the past year 
has finally been broken. 

Two recent events signal 
that the crisis has passed, 
first, the baht has stabilised 
- trading now between Bt44 
and Bt47 to the US dollar. 
This is below the Bt25 level 
when the currency was 
devalued last July but above 
its worst-ever point of Bt58 
three weeks ago. 

Second, yesterday’s 
revised agreement with the 
International Monetary 
Fund (IMF) focuses less on 
containing the economy’s 
fall and more on str uct u ral 
reform. Thai policymakers 
are now even talking about 
paying for the bail-out of the 
financial system with a 
return to international capi- 
tal markets. 

The reason for this bot- 
toming out is simple and. for 
other Asian countries strug- 
gling to extricate th em selves 
from the turbulence 
unleashed by the baht’s pre- 
cipitous fell, instructive. 

Confidence has been 
restored- Not confidence in 
the economy, which is likely 
to contract at least 3 per 
cent this year. Rather, confi- 
dence is building up in the 
ability of the government, 
now three months old, to 
manage the economy in a 
way that reestablishes con- 
ditions for growth later. 

"A couple of weeks ago we 
were all competing to see 
who could come up with the 
worst scenario for Thai- 
land” says a leading securi- 
ties analyst. Now. he says, 
with the government prov- 
ing to be an assiduous stu- 
dent of the IMF, “we’re com- 
peting to see who can come 
up with the best plausible 
scenario”. 

That “best plausible” does 
not yet include a virtuous 
circle of recovery, higher 
investment and faster 
growth. 

We’ve turned the comer 
based on expectations that 
the problems will be solved.” 
says one senior International 
official. “But they haven’t 
been solved. The govern- 
ment still has to actually fol- 
low through.’' 

“What has happened in 
the markets has in no way 
made the government think 
the job is easier or shorter,” 
says Abhistt Vejjajiva, a 
minister attached to the 
prime minister’s office. "We 
have no illusions. We still 
need to reform and restruc- 
ture. " 

Tarrin Nimmanahaemin-.- 
da,the finance minister, says 
real recovery win not be 
under way until interest 
rates can be lowered They 
now stand at 20 per cent. 


First in, 
first out? 

Thailand is tackling its crisis 
by focusing on structural 
reform, says Ted Bardacke 

' Ifcwteed a^rwwm entbriweeo TtutfamlamlW 
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compared with an inflation 
rate of about 10 per cent. 
Before that can happen, four 
major problems need to be 
tackled. Each carries its own 
pitfalls. 

First, the fi nan ci al system 
has to be recapitalised and 
the private sector debt prob- 
lem addressed. U nlike in 
Indonesia, the problem in 
Thailand is not foreign debt 
(for the most part that is 
being rolled over). Rather, 
the issue is domestic debt. 
Thai banks cannot start 
lending to exporters until 
bank balance sheets are 
cleaned tip. 

To help do that, the gov- 
ernment has lent money to 
troubled banks and national- 
ised six of those which are 
unable to raise capital to ' 
repay the loans. This is 
pushing some of the clean-up 
bill on to taxpayers but the 
risk is that the cost of the 
operation, potentially as 
high as $22bn, would hinder 
growth for yeare if the gov- 
ernment is forced to take 
over the larger banks. 

. Second, the government 
has to make good on its 
promise to dispose of the " 
$19bn in assets of the 56 
finance companies which 
were shut down last year. 
Thor disposal is crucial to 
re-establishing Thailand’s 
credibility with foreign cred- 
itors and for clearing out 


part of the bad debts lu rking - 
in the financial system. 

So far the disposal process 
has been one step forward 
and one back. The authori- 
ties may have made life 
harder for themselves by set- 
ting minimum “fair” prices 
for the assets, and pledging 
government money to pro- 
tect them. This may create 
unrealistically high prices, 
not only for these particular 
assets but for others that 
will, need to be sold. 

Third, the government 
needs to open more of the 
economy to foreigners. This 
is needed to encourage com- 
petition throughout the 
economy but.it would also 
help boost asset prices If For- 
eingere were able to bid 
more easily, particularly for 
property, the main asset 
being sold. But the govern- 
ment seems to have decided 
against encouraging foreign- 
ers to take part in the sales. 
It has reportedly shelved 
plans to increase the number 
of years foreigners may be 
granted leaseholds, will 
mai nt ain foreign ownership 
restrictions on most busi- 
nesses, and will reserve 32 
categories of profession - 
including architects and 
hairdressers - for Thais 
only. 

“Foreigners "are going to 
have to make arrangements 
or use other channels or 


vehicles," says Vicharat 
’- Vichit-Vadakan. secretary- 
general of the Financial Sec- 
tor Restructuring Authority, 
the. agency in charge of dis- 
posing of the assets. Thais, it 
seems, are willing to forgo 
potentially higher earnings 
as a . price for keeping local 
’ control of •’strategic" assets. 

Similarly, local bankers 
prefer to trim their asset 
base rather than lose control 
to foreigners. This was part 
of the reason that Citibank's 
deal to take over First Bang- 
kok City- Bank was scuttled 
last week. 

The questions about for- 
eign ownership raise the 
fourth worry: structural 
change. The fear is that the 
government, and especially 
Leekpai Chuan, the premier, 
is seeking simply to restore 
stability and the pre-crisis 
status quo rather than use 
•the crisis to push through 
more radical change. 

Mr Abhisit defends the 
government’s intentions, 
promising a number of 
“very, very significant" bills 
relating to foreign invest- 
ment, decentralisation, pri- 
vatisation, financial supervi- 
sion and bureaucratic 
reform. “Getting back to 
where we were [a couple of 
years ago] is just not good 
enough,” claims Mr Abhisit. 
“I don’t think people will 
accept that" 

There appear to be many 
things Thai people will not 
accept as the economy con- 
tracts and the potential for a 
s ocial backlash remains. 
Restrictions on foreign own- 
. ership are one example. The 
constant unknown in Thai. 

■ land’s economic future is 
politics. If a stable and deter- 
mined . .government can 
restore confidence in just 
three months, the country’s 
noted political instability- 
could wipe confidence away 
m a fraction of that time. 

. the positives outweigh 
the negatives. Mr Tarrin has 
the backing of Mr Oman, 
the first time a civilian gov- 
ernment has’ given its 
finance minister: free rein. 
And the finance minister has 
defended ordinary consum- 
ers against some harsh mea- 
smes prescribed by the IMF 
while at the same time 
retaining his status as the 
Chad’s “perfect student”. 

Says an IMF official inti- 
mately involved with. Thai. 
Jand’s recovery, efforts; “It’s 
really hard to get than to 
■tkke tough: decisions- - And 
when they do, , they get 
surprised: when it’s' 
taken positively and They 
don't . lose their- jobs. -.That 
makes all subsequent .t Qng h 
decisions a tittle, easier to 
make." 
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Alan Greenspan, -chairman of 
the Federal Reserve, has skil- 
fully walked the high- wire of 
economic policy for over a 
decade. But he now confronts as 
much uncertainty over the way 
ahead as ever before. 

Mr Greenspan can at least 
take pleasure from what he Is 
able to see behind him, hi 1997 
US real gross domestic product 
expanded almost 4 per cent, 
while 3m additional Jobs' were 
created. Increases . in hourly 
wages and salaries of 4 per cent 
proved consistent with con- 
sumer price inflation of just 1 % 
per cent; along with further 
improvements in profit margins. 
A strong rise in labour produc- 
tivity explained . this benign 
combination of rising real 
wages, lower inflation and 
improving profitability. 

No doubt his audience will 
react with patriotic pride to Mr 
Greenspan's account of their 
country’s world-beating perfor- 
mance. He, for his part, must 
hope they respond with equal 
enthusiasm to his recommenda- 
tion of a budget surplus as “the 
surest and most direct way erf 
increasing national saving". 

Yet the most important part 
of his message was not congrat- 
ulation, but concern. At home, 
there is a steadily tightening 
labour market, with wages and 
salaries in the- sheltered sectors 
of the economy rising almost T.4 
percentage points fester than in 
industries exposed to interna- 
tional competition. But abroad 
is the Asian financial c risis , 


Mr Greenspan suspects the 
Asian crisis will: make any 
intensification of inflation 
“delayed, very gradual and 
readily reversible". But thin 
hope could go awry in either 
direction: if the drag coming 
from Asia is small, it may fail to 
contain US. inflationary pres- 
sures; if it is strong, it may tip 
the economy into a Adowdown. 
The forces are finely balanced. 
At its most recent meeting, the 
open market- committee did 
nothing. But it did so fhlly 
aware of the huge uncertainty it 
confronts. 

Nor is the Asian crisis the 
only reason for worry. Lenders 
and equity investors .have of 
late shown an increasing and 
to Mr Greenspan's mind - dis- 
turbing indifference to risk. 
However understandable after 
seven years of expan- 

sion, such complacency may 
haunt investors and policy- 
makers a year or so hence. 

Equally disturbing is the pos- 
sibifity that Congress virill fail to 
support the administration in 
its efforts to stabilise “the new 
high-tech international financial 
system-". A retreat from world 
leadership or a backslide into 
protectionism would threaten 
US performance itself! 

. As Mr Greenspan notes wryly, 
“events In the months ahead 
are/ not likely , to unfold 
smoothly". That uncertainty 
might diminish if Congress 
turned its back on the world — 
but coaly by turning first into 

linam higiinm.Q calamit y 




Three years ago Jan Lescbly, 
chief executive of SmithKline. 
Beecham. opined that mega- 
mergers were not the way to 
combat slower growth in. the 
drugs Industry. He could find 
little evidence that research and 
development productivity rose 
after mergers. 

Last month - Mr Leschly. 
helped ■ unveil the world's big- 
gest potential merger between 
SmithKline and Glaxo Well- 
come. He trumpeted the won- 
drous logic of the deal, as did 
Glaxo chairman Sir Richard 
Sykes. Analysts and investors 
cheered; the shares soared. 

Now that the putative merger . 
has fallen through, the stock 
mar ket values have proved as 
evanescent as the Cheshir e cat’s 
smile. Mega-columns will be 
devoted to explaining how, why, 
and whom to blame. Yet the 
more important question is 
whether the supposed values 
were ever there for the taking. 

Most of the big corporate 
value creators of the past 80 
years have not relied on acquisi- 
tions and mergers. Those like 
Sony in Japan are the product 
of a culture in which deal- 
making is rare. Microsoft and 
Intel of the US have been 
fiercely dedicated to organic 
growth. Glaxo itself became the 
world's most successful drugs 
company under a chairman. Sir 
Paul Girolami, who explicitly 
ruled out growth by acquisition. 

The succession of Sir Richard 


Sykes brought (Saxo’s bid for 
Wellcome, while Beecham tied a 
knot with SmithKline. Nobody 
can be sure how successful 
these amalgamations are 
because their value lies chiefly 
in human and social capital — 
the skills of scientists and man- 
agers, and their readiness to 
co-operate and share knowledge 
within the organisation- — - 

It is possible in such, indus- 
tries for recorded profits to rise 
while value is destroyed. It is 
probable, too, that if managers 
are at odds, employees are being 
fired and morale is collapsing 
after a merger, the world'9 big- 
gest drugs company will not be 
synonymous with the best. 

Upsets like those confronting 
Glaxo and SmithKline are inevi- 
table in a transactional culture 
where takeovers and mergers 
are the remedy of first and last 
resort, whether for strategic 
problems or poor governance. 
Any retreat from that culture 
will call for more soft data in 
company accounts an the con- 
tribution of human and social 
capital to competitive advan- 
tage. Investors also need to 
understand the value-destroying 
capacity of corporate reshuffl- 
ing in advanced industries. 

The losses recorded in Glaxo 
and SmithKline shares this 
week should not be a cause of 
any great concern. They are no 
measure of the loss of real eco- 
nomic value, if any, from the 
collapse of their merger talks. 


Dome-ocracy 


At midnight an December 31, 
1999, Tony Blair will greet the 
millennium at the centre of the 
world; possibly of the universe. 
Certainly, he will wal k on air, if 
the Greenwich Dome turns out 
half as fine as his phrases. . . 

Admittedly, the British prime 
minister was on a marketing 
pitch yesterday, in search of 
commercial sponsors to plug the 
gap between the £750m cost and 
the £400m of lottery funding for 

♦hia Thames-side extrava ganz a. 
Buy a piece of the action, he 
said, and prove you are ’a 21st 
century company - like, say, 
British Telecom, Tesco (gro- 
ceries), Manpower (job place- 
ments) and BSkyB (satellite 
television). Cheap at £12m a 
slice. 

But what is the Dome - apart 
fr om being 13 times as big as 
the Albert Hall and the largest 
edifice of its kind in the world? 
First, it is .bang on longitude 
zero. So Mr Blair believes, with 
a rather nationalistic interpreta- 
tion of planetary motion, that 
the whole world’s new millen- 
nium will start at GreenwidL 

Conveniently forgetting that 
fireworks in Shanghai will have 
been let off eight hours before 
Britain celebrates, M r Bl air 
waxes lyrical: “This is Britains 
opportunity to greet the world 
with a celebration so bold, so 
beautiful, so inspiring ■ ■ 

Second, the Dome is intended 
to show the government in a 
good light Mr Blair mentioned 


five of his ministers to whom 
credit is due for the remarkable 
success it is going to be. And 
the title of the Dome’s exhibi- 
tion. -“Time to make a differ: 
ence", echoes ptmnmgly a cen- 
tral aspiration of the Labour 
. party- The prime minister wants 
every child in Britain to take 
part in the millennium experi- 
ence. It will all help to get their 
mums and dads in a good mood 
for the next general election. 

But will it work? The plans 
outlined yesterday showed' a 
curious mixture of Disneyland, 
pedagogy, business promotion i 
'and showbiz - emulsified with a 
few drops of secular piety. It is 
easy to mock mock-ups with 
titles sueb-as "Licensed toSkfll" 
and “Spirit Level". i 

But everything will depend on 
how it is done. This might turn 
out to be a spectacular folly - or 
a spectacular spectacular. Its 
s cale alone may attract the 12m 
projected visitors, many of them 
showering dollars and .euros 
over London. 

Domophiles say that the 
Great Exhibition of 1851 and the 
Festival of Britain (1951) were 
both much more popular than 
predicted. Ii may be so 

ngniTi- 

But the legacy of the Festival 
was a . grand new concert hfilL 
The tone in the Dome will be 
rather different we hear “Emo- 
tional and uplifting like a West 
Rnd musical. . O. temporal O 
mores! 


Pop goes the merger bubble 

The collapse of two big mergers puts pressure on top managers to 
think much harder about market valuations, says Tony Jackson 

S uppose you are chair- ,, always to have a Plan B. 

man or chief executive v<3 y pp For Smi thKlin e to botch two 

of one of the following: Ng v. - ( Jr mergers In the space of weeks 

Barclays Bank. 7 would always have looked dam- 

J. P. Morgan. Pmden- N. aging. One would therefore 


S uppose you are chair- 
man or chief executive 
of one of the following: 
Barclays Bank. 
J. P. Morgan, Pruden- 
tial Insurance or the drug group 
Zeneca. Your industry is in a 
frenzy of mergers. The outside 
world expects you to join In. 

But strange things are happen- 
ing. Ten days ago. the proposed 
merger of the accountants KFMG 
and Ernst & Young fell apart. 
This week, the biggest merger of 
- all time, the £i00bn tie-up 
between Glaxo Wellcome and 
SmithKline Beecham, went the 
same way. So you ask yourself! 
where does this leave me? 

The question can be framed in 
more general terms. Several 
industries - telecoms, drugs, 
financial services - are going 
through a burst of consolidation. 
The stock market has reacted 
accordingly; so the shares of the 
UK banks, for instance, have 
been pushed up in anticipation. 

In these days of shareholder 
value, that puts managers under 
considerable pressure to act on 
market expectations. If they do 
not, after afl. they risk a collapse 
In the share price and the wrath 
of the investing institutions. 

But in the wake of the Glaxo- 
SmithKline failure, questions are' 
being raised about about whether 
some of the market’s expecta- 
tions are unrealistic. There are 
rumours of other merger talks 
petering out - between NatWest 
Bank and' various suitors, for 
instance. Even mergers 
announced with great fanfare, it 
figgmg, are starting to fell at the 
last hurdle. 

Perhaps this is telling us some- 
thing. What if the Glaxo- 
SmithKline debacle were to prove 
a watershed for the merger boom 
of the late 1990s? Would that not 
leave the equity markets peril- 
ously exposed? 

The market , optimist wonld say 
that conclusion is overdoing it 
Glaxo might be seen as a special 
case. It has been billed , after all, 
as a clash of corporate egos: an 
Outburst of Higher HhilHishness . 
The fact that all-powerful chief 
executives can squabble over the 
pecking order may be depressing. 
It is hardly news. But it is hardly 
likely to have been decisive 
either. The reality is that both 
Glaxo and SmithKline have 
robust outside directors, and 
-powerful, and demanding share- 
holders. 


T here are three possible 
explanations for the col- 
lapse of tiie world’s big- 
gest merger, between Glaxo and 
SmithKline Beecham. 

The first assumes that the 
arguments originally used to 
explain the merger were justi- 
fied: that is, that the spiralling 
cost of new drags and the need 
for powerful marketing depart- 
ments to negotiate with increas- 
ingly large and cost-conscious 
drugs purchasers both explain 
why pharmaceutical companies 
have to become ever larger. 

If this logic was right at the 
time, then the reasons now being 
given for the merger being called 
off are hard to understand. One 
explanation is that the two chief 
executives concerned. Sir Rich- 
ard Sykes of Glaxo and Jan 
Leschly of SmithKline, could not 
work together. It is hard to 
believe this can really be tree. 

The cancellation wiped £8.8bn 
off Glaxo's market capitalisation 
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Neither feet or should be under- 
estimated. SmithKline's chair- 
man. for instance, is Sir Peter 
Walters, former chairman of BP. 
The hoard also includes the 
chairmen of Xerox Barclays and 
Reuters, and BP’S current chief 
executive. John Browne. These 
are not only formidable individu- 
als: they have reputations to pro- 
tect. As for the shareholders, 
they are out of pocket on the 
whole transaction. 

Now it might seem that Glaxo, 
especially, is too big to worry 
about this. But the institutions 
will have at least an average 
market weighting in the big drug 
stocks. That is, they have as 
much collective power -over 
Glaxo as they do over the rest of 


the market 

The real lessons of the affair 
seem twofold. First, there seem 
to have been genuine cultural dif- 
ferences between the two compa- 
nies about how things should be 
run. 

This is hardly surprising. A 
senior management consultant 
predicted privately last month 
that the Glaxo-Smith Kline 
merger would prove hard work. 
Drug companies, he said, have 
highly intelligent and articulate 
staff at all levels of the organisa- 
tion. It is correspondingly harder 
to bang heads together. 

In this case, it seems, Glaxo's 
managers felt they were not get- 
ting a big enough slice of the 
action. Pressure was then passed 


Flawed logic or canny ploy? 


and £4.6bn off SmithKline's. The 
share prices of both companies 
were lower yesterday than 
before the bid was announced. 
These figures are a measure of 
the shareholder gains that have 
been lost with the abandonment 
of the deaL If it was scrapped 
because of personal differences 
between the two men, then the 
cancellation must count as one 
of the most remarkable examples 
of executive irresponsibility in 
history. 

And if industrial logic and 
shareholder value is indeed 
being sacrificed for this reason, 
then the non-executive directors 
and institutional investors might 
conclude that the merger should 
proceed anyway - either as a 
hostile takeover by Glaxo or as a 
friendly merger between the two 
companies under new manage- 


ment. After all. it is usually 
imagined that executives are 
supposed to serve the interest of 
their companies, not the other 
way around. 

But perhaps the deal was not 
abandoned because of a personal 
clash between the two bosses. If 
not, then It must have been 
abandoned because of a cultural 
clash between the two compa- 
nies. Yet that too makes little 
sense. 

Executives now say it proved 
impossible to merge two compa- 
nies long accustomed to treating 
each other as rivals - something 
that is tree of all mergers. They 
also say that that the decentral- 
ised Glaxo could not easily be 
matched with the more cohesive 
SmithKline. 

But these are objections that 
must have been universally 


known and understood long 
before there was any talk of a 
merger. If they were so impor- 
tant, why was the proposal made 
in the first place? Either way, 
the architects of the merger have 
a lot of explaining to da 

All that seems logical if the 
original arguments in support of 
the merger are indeed accepted. 
But what if they are not? What if 
the deal was never really about 
the need for consolidation but 
was instead more about, say, 
empire-building by managers? 

In that case, the point about 
non-executive directors and 
institutional investors stands 
with even more force, albeit for a 
different reason: the chief execu- 
tives would then have plunged 
their companies into a failed 
merger for reasons which no 
non-executive director or institn- 
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bearer 


■ Korea's foreign debt - 
negotiations may. have had a . .' 

' distinctly American feel, with 
Citicorp's. Bill Rhodes taking . 
centre stage. Indentin' Jakarta • 
you’re more likely to hear' 

nnt- gla»s Bngliyli accpnfq than 

new world drawl 
• Until a couple of weeks ago 
former Bafik^ England director 
Pen Kent was advising the 
. Indonesian' government on how 
to deal withits 580bn headache. 
Now the Honourable David . 
Brougham, an anstocraticBrlt, 
-has? emerged as.leader of the .. 

. .foreign banking brigade; 

' As Standard Chartered's 
• potntrman in Hoag’ Kang, 

■ Brougham has been in-the thick 
of thing s since the Asia crisis 
ernpted laSt year. But it is in ' 
Jakarta, where Standard. ’ ' 
GharteredhMbeenopenfor . . . 
business since 1883. that he’s 
really come to the fore. It could 
be a suitable climax to 
Brougham's 40-year career. . 

The soft-spoken 57-year-old has 
picked up a trouble-shooting 
reputation since" he' joined ■ 
Standard Chartered in 1990: 
when the bank tripped up in • • 
Indfe u tew years back. 

Brougham was sent to sort 
wheat from chaff. 

. His latest assignment will be ' 

more complex. Dozens of. 


international banks will have to 
be corralled if there’s going to be 
an agreed deal. The man who 
was due to retire in April will 
surely have to think ag a in. 


Border dispute 

■- Portugal i9 confident of a‘ 
berth at the launch of the euro. 
But the government of Antonio 
Guterres fett. European . .. 

integration was being taken too 
far when promotional posters for 
the single currency abolished . 
the border with Spain. 

It’s not the first time Portugal 
has had to defend the Iberian 
status quo; last year the design 

for euro coins was changed, 
because they failed to show.a. 
clear boundary. This time 
finance minister Antfinio Sousa ' 
Franco fired off an irate letter to 
European commissioner 
Yves-Thibault de Sflguy. the 
man responsible for the 
offending posters, fuming over 
“the extremely negative impact" 
on Portuguese public opinion. 
The embarrassed European 
Commission rapidly agreed to 
restore'the frontier. Could take 
longer in Portuguese eyes to 
restore the loss of face; 


History lesson 

■ A notable day yesterday for 
US secretary of state Madeleine 
Albright Not only did she make 


her final , nnH almost certainly 
successful appeal to the Senate 
to approve the enlargement of 
Nato. It was also the 50th 
anniversary of C ommunis t 
takeover in Czechoslovakia - an 
event which forced her family 
into exile and alerted western 
countries to the need to face 
down Soviet power m eastern 
Europe. 

Never one to hide her Czech 
background, Albright was quick 
to make the connection between 
the two events. Unless Nato. 
expanded, she warned, it would 
be one of the few Institutions in 
the world that stfll respected the 
divisions of the add war. 


Nagano further 

■ Kofi Annan may be grabbing 
headlines for saving Saddam 

Hussein's palaces from fiery 
oblivion, but less has been said 
about the role played by the 
snowboarders and speed-skaters 
at the winter Olympics. 

Top-level sources ten Observer 
that Japan leant heavily on the 
US and Britain not to start 
bombing until the Olympic torch 
in Nagano had been 
extinguished. Tokyo was 
concerned about the possibility 
of a walk-out by some 
competitors - although the Arab 
world wasn’t strongly 
represented on the slopes - and 
the probable impact on 
television coverage if 


Shooting started. 

So while the curling moved to 
a dramatic conclusion and the 
world was engrossed in 
double-axels and moguls. Kofi 
Annan had a vital window of 
opportunity to avert a bloody 
confrontation. Let’s hope it's not 
downhill from here. 


Class act 

■ The IMF may be prepared to 
cut Thailand, a bit of slack, but 
money's still tight for the 
country's military. 

Take Thailand' s sp anking new 
aircraft carrier, the first in 
south-east Asia; it costs a packet 
to keep the stately ship at sea, so 
most days it stays moored in 
Sattahip port - where It earns 
revenue selling souvenir caps 
and T-shirts to tourists. About 
L5m visitors have popped along 
in the last six months. 

The c oun tr y ’s F-1S fighters, 
used to train top-gun pilots, are 
also grounded. Training flights 
cost BU40.000 (S3, 000) per hour 
and pilots are required to fly at 
least 12 hours a month to stay 
combat-ready. So 100 fly-boys 
have been transferred to the Air 
Force’s Institute of Higher 
Education io study "flying 
theory”.. 

No wonder Thailand wants to . 
cancel its $500m order for a 
squadron, of even more advanced 
F-16S. The classrooms must be 
packed already. 


always to have a Plan B. 

For SmithKline to botch two 
mergers In the space of weeks 
would always have looked dam- 
aging. One would therefore 
expect such an experienced board 
of directors to draw up contin- 
gency plans before agreeing to 
talk to Glaxo in the first place. 
Perhaps such a plan will duly 
emerge. If not. there is a case to 
answer. 

The whole affair, in short, 
should serve as a useful reminder 
to other companies of the risks 
inherent in the merger process. 
Indeed, they might reflect that 
however messy the outcome. It 
would have been a great deal 
worse if the parties had gone 
ahead. 


T his brings us back to 
our starting point. 
Industry consolidation 
usually comes in 
waves, which are 
more complex than they appear 
on the surface. Sometimes, as 
with telecoms or US utilities, 
they are the product of a specific 
event, such as deregulation. At 
other times, they are driven by 
no thing more rational than a fear 
of being left out. 

In banking and the drug indus- 
try. for instance, it can certainly 
be argued that times will get 
tougher in the foreseeable future. 
But it is a curious fact that so 
far, at least, the profitability 
in those industries is at record 
levels. 

It is therefore conceivable that, 
if more deals fell through, the 
fever to merge would lose its 
urgency. This is not to say that 
those industries would not con- 
solidate eventually; just that they 
might do so in a more deliberate 
fashion. 

If so. the equity markets might 
indeed be in for a rough ride. In 
the London market, especially, 
there has been growing appre- 
hension among analysts that if 
the hoped-for deals in h anking 
and Insurance do not come off, 
there will be the devil to pay. 

If so, it serves the market right. 
In recent months, there has been 
a tendency for the shareholder 
tail to wag the management dog: 
for investors to push companies 
into the grand gesture. If so. com- 
panies are right to resist For as 
the Glaxo-SmithKIine case 
reminds us, when it comes to the 
crunch, the managers are on 
their own. 


up to the chief executive. Sir 
Richard Sykes, who transmitted 
it by raising his demands to a 
point that proved unacceptable to 
SmithKline. 

Therein lies the second part of 
the lesson. When contemplating 
a merger, it is essential to take 
account of the alternatives. 

Glaxo could afford to walk 
away: first, because it is big 
enough to pursue other mergers 
as the dominant partner; second, 
because it had already achieved a 
handy strategic objective by 
scuppering SmithKline's previ- 
ously arranged merger with 
American Home Products. 

What about SmithKline? In 
business, as any strategist will 
tell yon, the essential thing is 


tfonal shareholder can be expec- 
ted to sympathise with. For this 
reason, too, the chief executives 
should be called to account 

There is one last explanation 
for the failed merger. This is 
that it was really a canny man- 
oeuvre by Glaxo to scupper a 
link-up between of its two rivals, 
SmithKline Beecham and Ameri- 
can Home Products, who had 
agreed to merge before Glaxo 
made its approach. 

If this is the case, then argu- 
ments about logic were just so 
much camouflage, and the 
world’s biggest-ever merger 
would then have been nothing 
more than a temporary spoiling 
operation. 

This explanation would rescue 
a shred of rationality from the 
episode. Otherwise, the tale 
appears to be one of foreseeable 
conflict, poor planning and inad- 
equate supervision. 


John Parker 
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100 years ago 

The Lost Umbrella 
No more shall the lost 
umbrella be a source of grief 
for its owner and a subject of 
jest to his friends, for the 
Mutual Property Recovery 
and Accident Company has 
tackled the great problem. A 
shilling is paid to the 
institution, and by return of 
post comes a brass label 
which a man may fasten to 
his keys, his umbrella, his 
purse or his baby. Inscribed 
thereon is a legend offering, 
in the event of loss, a reward 
of five shillings to the finder. 
Loss of keys is a 
comparatively slight risk, 
because if they are important 
the owner always carries 
them in a safe pocket, 
occasionally slapping it to 

make sure they are where 
they should be. The umbrella, 
however, is an extra 
hazardous risk: tarried only 
an wet days, it is almost 
certain to be left somewhere 
Should the rain stop. 

50 years ago 

French Govt's Victory 
The French National 
Assembly gave the Prime 
Minister. M. Robert 
Schumann, his sixth vote of 
confidence to-day by 291 votes 
against 268 - a majority of 23. 
The vote was on the 
- Government's decision to 
refuse a Bill calling for 
repayment of the withdrawn 
5,000-franc notes. 
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Portugal says single 
currency targets met 


By Peter Wise in Lisbon 

Portugal will Qualify 
comfortably for membership of 
the European single currency, 
according to figures that 
Antonio Guterres, prime min- 
ister, will submit to the Euro- 
pean Commission today. 

The figures, including a cut 
in the country's budget deficit 
to less than 2.7 per cent of 
gross domestic product in 1997, 
show that Portugal complies 
with the criteria for Joining 
economic monetary union. 

Portugal is one of the first 
EU countries to submit its 1997 
economic statistics to Brussels 
and the European Monetary 
Institute. All 15 member states 
have until this Friday to sub- 
mit last year’s data. On March 
25, the Commission and the 
European Central Bank will 
report on the countries’ quali- 
fications for joining the euro. 

There is particular interest 
in whether the countries aim- 
ing to introduce the euro on 
January 1 1999 - all the EU 
members except Britain, Swe- 
den. Denmark and Greece - 
will keep their budget deficits 
below 3 per cent, as set out in 
the criteria contained in the 
Maastricht treaty. 

“We have proved we can do 
it." Mr Guterres said in an 
interview. “When the Euro- 
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pesn Union begins ov pandiTfg 
eastwards, being part of the 
euro will provide Portugal 
with the crucial comparative 
advantage of credibility. Our 
economy has become much 
more reliable for foreign inves- 
tors than it was before.” 

But for the Portuguese 
prime minister, whose minor- 
ity government took office in 
November 1995, the co untry’ s 
successful effort to qualify for 
Emu was more a political than 
an economic option: “If you 
want to ' really count in 
Europe, to influence decisions 
and policies, you have to be at 
the centre of the European 
process. You can't do that 
from outside the euro.' 1 


The scale and speed of Por- 
tugal's achievement in disci- 
plining its finanity hn CP sur- 
prised many economists. “We 
sometimes need an outside 
stimulus and the euro has 
forced us to do things prop- 
erly.” Mr Guterres added- 
Tight fiscal policies to meet 
the Emu criteria were intro- 
duced by the previous centre- 
right government. But the 
most dramatic improvements 
have been accomplished under 
the Socialists, who have bene- 
fited from an upturn in the 
economic cycle, with GDP 
growth well above the EU 
average in 1996 and 1997. 

Observer, Page 12 


Thailand to speed reforms 


By Ted Bardacke in Bangkok 

Thailand yesterday deepened 
its commitment to economic 
reform by pledging to speed up 
privatisation and banking 
reform. 

In return Bangkok is expec- 
ted to secure the release in 
March of the next tranche of 
funding, worth 51.9b □. under a 
$17.2bn International Monetary 
Fund rescue package. 

The government made its 
promises in a revised agree- 
ment with the IMF. the details 
of which were approved by the 
cabinet yesterday. 

Among the companies slated 
for sale this year are Thai Air- 
ways, Bangchak Petroleum, 
and Electricity Generation. 

Bangkok won two conces- 
sions from the IMF, which 
regards Thailand's commit- 
ment to reform as solid. The 


country will be allowed to run 
a budget deficit of up to 2 per 
cent of gross domestic product 
this year, compared with an 
original target of a 1 per cent 
surplus. 

Interest rates may also be 
lowered if the regional finan- 
cial turmoil subsides and the 
exchange rate stabilises. Thai- 
land's economy is expected to 
contract by at least 3 to 35 per 
cent this year. 

The relaxation of the budget 
target will allow the govern- 
ment to increase social spend- 
ing for the poor. But It will 
also be forced to raise several 
taxes, including one on petrol. 
Mass opposition to a similar 
tax rise helped push file for- 
mer government of Chavalit 
Yongchaiyudh out of office. 

“The main challenge of new 
premier Chuan Leekpai will be 
how to convince the poor Thai 


majority that the oil tax 
increase is a measure essential 
for economic recovery, not an 
easy way out of a financial 
mess created by a small group 
of greedy rich people." said 
The Nation newspaper in a 
front-page editorial. 

Hie government says it will 
be equally tough on the coun- 
try's banking industry. Next 
month the authorities will 
announce stricter loan classifi- 
cation requirements. Banks 
that fail to comply could be 
taken over by the state. 

The Petroleum Authority of 
Thailand, the Telephone 
Organisation of Thailand and 
Communication Authority of 
Thailand will be sold next 
year. A special privatisation 
secretariat will be established. 

First in, first out? Page 12 
Observer, Page 13 


Greenspan sees uncertain year for economy 


Continued from Page l 

economy in 1998: although 
labour markets were likely to 
remain tight, the restraint 
Asia would exert meant “any 
intensification of inflation 
should be delayed, gradual and 
readily reversible”. 

The Fed's central forecast 
envisages growth this year of 2 
to 2.75 per cent against last 
year's estimated 3£ per cent. 
Inflation is expected to remain 
in the range of 1.75 to 2.25 per 


cent. But the central bank 
chairman acknowledged there 
were “worrisome possibilities*' 
of either a sharper slowdown 
than forecast or of continued 
strong growth that would 
ignite inflation - and he 
suggested that policy would 
reflect the uncertainty. 

Financial market economists 
said his remarks emphasised 
that the Fed was unlikely to 
change interest rates for the 
foreseeable future. 

The commerce department 


yesterday reported further evi- 
dence of the continuing 
absence of inflation in the US. 
saying consumer prices were 
unchanged in January - the 
first month in four years with- 
out an increase. In the three 
months to January, prices rose 
at an annual rate of just 0.7 
per cent- 

The Conference Board, an 
independent research organi- 
sation. reported confidence 
had singed to a 30-year high 
this month. 


WEATHER 


Europe today 

Scandinavia will have heavy snow 
as an active warm front moves in 
from the west but it will gradually 
turn to rain In all parts except north- 
eastern Finland. Central and north- 
western Europe will be very mild but 
rather cloudy with showers in the 
north and east but the south and 
west will have sunny spells. The 
Iberian Peninsula will be fine with 
the best of the sunshine In the 
south. The central and eastern 
Mediterranean, including the 
Aegean, will be mostly dry with 
plenty of sun, but Tunisia and Sicily 
may see a few showers and scat- 
tered thunderstorms. 

Ftve-day forecast 
Scandinavia will remain unsettled 
and will turn cold again with further 
snow. Central and north-western 
Europe will also become much 
colder with rain clearing to leave 
blustery wintry showers. The eastern 
Mediterranean will be unsettled with 
showers and scattered 
thunderstorms but the Iberian 
Peninsula will remain fine and dry. 


TODAY'S TEMPERATURES 
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Millennium 
threat to 
travellers 
navigating 
with GPS 


By Henry Hamman In Miami 
and Alan Cane In London 

Yachtsmen, walkers and 
travellers who rely on the 
worldwide global positioning 
system for navigation could 
lose their way in 2000 because 
of the nrinemrinm “bomb”. 

Concerns are growing that 
older GPS receivers - used in 
boats, trains, light aircraft 
and motor vehicles - could 
become severely disoriented 
both as a result of the bomb 
and another threat labelled 
the “GPS rollover issue". 

GPS involves a network of 
28 satellites 18,000km into 
space, which transmit naviga- 
tional beams to Earth where 
they can be tracked by cheap 
and simple receivers. 

The bomb, caused because 
computers are unable to dis- 
tinguish between this century 
and the next because of the 
way they have been pro- 
grammed, is recognised as a 
potential cause of disruption. 

The rollover issue, however, 
involves the way the GPS 
accounts for time. It uses a 
week-numbering system 
starting on January 6 1980 
and running for 1,024 weeks 
to August 21 1999. The week 
number will roll over to 
“0000" on this date and as a 
result, some receivers will 
navigate incorrectly. 

The US Air Force, responsi- 
ble for the operation of the 
GPS satellites and their 
ground control stations, is 
repairing software that con- 
trols the system on the ground 
to c orr e ct for its inability to 
deal with the change to a new 
millennium. Officials say 
those corrections should be 
completed by the end of 1998. 

However, many thousands 
of low-cost receivers have 
been sold for private use and 
these are beyond the air 
force’s reach. 

Use of the GPS system, ortg- 
1 inally launched to help the US 
aim its smart weapons and 
missiles, mushroomed in 
the private sector as the price 
of receivers falls and the num- 
ber of GPS-driven applications 
grows. 

The US Air Force Space and 
Missile Systems Center issued 
a memorandum last year 
requesting systematic checks 
of GPS systems to ensure both 
Year 2000 and GPS rollover 
compliance. The memorandum 
said failures of the GPS sys- 
tem could cause “catastrophic 
mission failure”. 

Receivers bought in the past 
two to three years will be 
“millennium compliant” as 
manufacturers have the 
necessary remedial action. But 
industry is urging owners of 
older receivers to have their 
systems checked by the manu- 
facturers. 

Technology. Page 10 


Vltam front CoW front 


mmm 


Wind ■ pwtf fo KPH 




SlaaSan a midday. Tam pecaftres maximum for day. forecasts by PA WfeefhwCenlre 



Maximum/ 

Befcig 

Fair S 

Cardiff 

Cloudy 11 

Frankfurt 

Drzzi12 

Madrid 

Fair 15 

Rangoon 


CefeWusJ 

Bedast 

Cloudy 12 

Casablanca 

Far 20 

Geneva 

Cloudy 12 

Maforoa 

For 17 

Reykpufc 

Abu Chain 

Sun 25 

Belgrade 

DrzS 13 

Chicago 

Fair 7 

Gibraltar 

Sun 17 

Malta 

Thunder 16 

Rio 

Accra 

F*r 32 

Berlin 

Ralnll 

Cologne 

Dad 1 J 

Glasgow 

DrzzJ 12 

Manchester 

Fair 13 

Rome 

Algiers 

Shower 1“ 

Bermuda 

fair 19 

Dakar 

Sun 28 

Hamburg 

Rain 11 

Mania 

Thunder 31 

S. Frsco 

Amsterdam 

Fair 12 

Bogota 

Thunder 19 

□das 

Fair 20 

Helsinki 

Snow 0 

Mefoowme 

Cloudy 27 

Seoul 

Athens 

Far 18 

Bombay 

Fair31 

DeRil 

Fair 23 

Kong Kong 

Cloudy 15 

Mexico City 

Sun 27 

Singapore 

Mama 

Sun 22 

Brussels 

Cloudy 14 

Dubai 

Sun 24 

Honolulu 

Sun 27 

Miami 

Sun 26 

Stockholm 

6. Abes 

Fair 25 

Budapest 

Far 13 

Oublin 

Fair 13 

Istanbul 

Far 12 

Mian 

Fttlfi 

Strasbourg 

Sham 

Fair 12 

C.hagen 

Cloudy 10 

Dubrovnik 

Fair 17 

Jakarta 

Shower 31 

Montreal 

Fair 1 

Sytfoey 

Bangkok 

Thunder 35 

Caro 

Far 21 

Edinburgh 

Fair 13 

Jersey 

Far 12 

Moscow 

Snow -6 

Tartar 

Barcelona 

Sun 18 

Caracas 

Far 29 

Faro 

Sun 19 

Johan'sburg Shower 2a 

Munch 

Rain 9 

TelAvtv 







Karachi 

Sin 27 

Nairobi 

Fair 28 

Tokyo 







Kuwait 

Shower 19 

Naoles 

Shower 16 

Toronto 


We wish you 

a pleasant fliqht. 


LAngefes 

FarlB 

Nassau 

Sun 27 

Vancouver 







Las Palmas 

Fair 27 

New York 

Cloudy 9 

Venice 







Lana 

Far 31 

Nice 

Fair 16 

Vienne 


Lufthansa 



Lisbon 

London 

Lux.bourg 

Sun 17 
Far 13 
Cloudy 10 

Nicosia 

noln 

Paris 

Sun 20 
Shower 9 
Cloudy 12 

Warm 

Washington 

Wettngton 







Lyon 

Far 13 

Penh 

Sun 28 

Winnipeg 







Madera 

Far 21 

Prague 

ttsd 9 

Zurich 


Fair 35 
Snow 0 
Thunder 30 
Fair 16 
Far 13 
Cloudy 12 
Thunder 33 
Shower 8 
Cloudy 12 
Sun 29 
Fair 1« 
Sun 20 
Rain 11 
Fair 7 
Shower 7 
Far 14 
Ram 11 
Cloudy 6 
Sun 16 
Sun IS 
Snow 1 
Cloudy 10 


THE LEX COLUMN 



Sir Richard Sykes did not get where 
he is today by pussyfooting around 
with "mergers". Anyone from the 
old Wellcome, which fell to a £9bn 
hostile bid from Glaxo in 1995, will 
tell yon that But this time it had to 
be different: Smi th Klin* was too big 
and too expensive to be taken over. 
It could only be seduced via a car- 
ing, sharing merger, and that was 
the nod and the wink originally 
cast towards it by Glaxo. So is it the 
fault of Sir Richard and Robert 
Ingram, bis chief executive, that a 
deal with compelling logic fell 
apart, destroying £13bn of the com- 
panies’ value in one day? 

It looks as though they deserve 
blame for seeking to make clear 
they were top dog. The bleatings 
below them were foreseeable in a 
merger of tbia «i»» and amb ition — 
not least on the cost-cutting front. 
Leaders are paid to steer their com- 
panies through upheavals for 
the sake of the greater business 
logic, with which the market has 
been bombarded. It would, of 
course, have taken an unaccus- 
tomed self-denying ordinance either 
for Sir Richard to taka a more back 
seat chairman’s role or for Mr 
Ingram to give up hopes erf succeed- 
ing Jan Leschly of SmithKRne as 
chief executive. Such concessions 
might not have been necessary: Mr 
Leschly might have given way. 

At SmithKlinn, Jan Leschly and 
hli number two, Jaan-Plerre Gar- 
nier, seem to have been naive, and 
then awkward too. Glaxo was the 
bigger company,- it would be mak- 
ing the offer arid Sir Richard was 
famous for his force of character. 
Would this ever be a merger of 
equals? No. Here, too, many people 
would have to be told that their 
em p tie s and amhitimn were being 
curtailed. Having jilted American 
Home Products in fevoor of Glaxo, 
Mr Leschly and Mr Gamier should 
have been more prepared to com- 
promise. In both cases, it seems thp 
, non-executives were not doing a 
good enough job of riafbnrHng share- 
holder interests above thore of man- 
agements. 

Ideally, the deal would be resusci- 
tated. But how? Glaxo could in the- 
ory launch a hostile bid. To raise, 
say, £45bn it could Issue £15bn 
equity with the rest in debt. At 9 
per cent interest, that gives interest 
cover of two times on £6bn trading 
profits — assuming £L5bn of savings 
from day one. Financially feasible 
at a stretch, but surely value-de- 
stroying at over 40 times Smith- 
Kline’s 1997 after-tax earnings. An 
all-paper, no-premium deal might 
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preserve value for Glaxo investors, 
but it is hard to see Sm i t h K li ne 
shareholders buying it. 

SmitbfQine could embark, on 
another merger or stay single. It 
could easily raise to beef up its 
research and development technol- 
ogy. Glaxo could not pull off a 
“merger of equals” - no potential 
partner would believe it So it will 
have to deliver the double digit 
sales growth it promised -post-1998. 
For instance, it will have to convert 
the .18 potential, drugs it took into 
exploratory development last year 
into marketable .products .at the 
demanding rate of one in six. This 
would prove that its last deal was 
about more than cost-cutting and 
that combining RAD budgets really 
can Twake one and one equal three. 

J.P. Morgan 

r.iir«» any merchant banker worth 
his salt, Sandy Warner, JJP. Mor- 
gan's rihafmiBTi is excellent at ana- 
lysing the problem: Morgan stands 
at the threshold of the investment 
hantrfng super-league. The next cou- 
ple of years will de t e rm ine whether 
it closes the gap on MienUl Lynch, 
Morgan Stanley and Goldman Sachs 
or not And, as Mr Warner candidly 
told his staff this week, nmnezs-up 
cannot produce superior, returns. 

But he appears reluctant to follow 
through on his own -logic. There 
seem to he two dear paths , to the 
top. The first 1 b internal growth 
fuelled by heavy investment. This 
has already brought Morgan a long 
way, but at a cost to profits - the 
bank’s return on equity was lfr per 
cent last year against nearly 25 per 
cent at Merrill and Morgan Stanley, 
and its shares have lagged badly. 
The second choice is to retrench to 


profitable areas and seek a partner 
to gain the necessary scale. While 
the Tmnfc has not closed off that 
Option, it is clearly reluctant to pur- 
sue it 

Instead, Morgan is taking a mid- 
dle road. It will rein in spending 
and cut 6 per cent of its staff. But 
that amounts to little more than 
good housekeeping - it will hardly 
transform profitability. If Mr 
Warner is really convinced that 
internal growth can propel the 
group into the bulge bracket, now is 
surely the time to step up invest- 
ment. Morgan’s loyal shareholders 
could undoubtedly be persuaded to 
sacrifice some short-term gains in 
return for that pay-off- 

NatWest 

- That 1997 was the National West- 
. minster Bank's annus horribQis is 
well documented. A 10 per cent fall 
In pre-tax profits takes it back to 
just ahead of 1993 levels. Clearly the 
worst is behind. But does that mean ; 
it is -time to be enthusiastic about 
the stock?- 

Certainly the shape and strategy 
of the bank look better than for a 
long time. Retreating from global 
investment banking was clearly cor- 
rect, albeit expensive. Focusing 
instead, on extracting value from its 
core franchises in UK business and 
personal banking makes better 
sense. Much , will turn on the suc- 
cess of the roll-out of its new UK 
retail bank. There are- some promis- 
ing early signs, but yesterday’s 
results are a remin der that it is 
wise hot to take too much on trust 
True, the core UK bank made a 
commendable 28 per cent return on 
equity. But sub par performances at 
Coutts and in the treasury division 
show that the bank Is still far from 
firing on all cylinders. 

A deal would clearly offer quicker 
gains than the organic growth path. 
But the management is right to be 
focusing now on improving its 
existing business first Given that 
deals are on the radar, and assum- 
ing prices retreat from current valu- 
ations, the ~ preference for linking 
with a mortgage house or Insurance 
company over a merger with Bar- 
days looks like sensible realpolitik. 
For shareholders, any upside from 
current levels looks limi ted. A valu- 
ation of around 18 times 1998 earn- 
ings is dearly inflated by consolida- 
tion hopes - and these may well be 
some time in arriving. 

Additional Lex comment on 

Safeway of the UK, Page 21 


This announcement appears as a matter of record oidy 
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Export financing facilities 

USD 33, 530, 000 

Purpose: 

Buyer’s credit for buses 
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Co. Ltd. by order of the Local Government of Moscow 
for theWorld Youth Games 
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Polish groups 
seek solidarity 

Under the auspices of Poland's Mass 
Privatisation Programme, the Piast investment 
fund has created thw largest textiles group in 
central Europe. The move suggests, that the best 
way for the country's fragmented industrial pro- 
ducers to deal with competltion from Europe 
and beyond is to consolidate. Page 19 

JJP. Morgan trios to raise Its game 

After nearly a decade of building its investment 
hanking business, J.P. Morgan is unhappy with ' 
its fin ancia l performance. Its problem is that 
overheads are as high as those of the global 
leaders, but revenues are not Its planned cuts _- 
may help in the short tenn, but in the longer 
term, analysts say the- bank has -to boost its 
position in the global equity and mergers and' 
acquisitions sectors. Page 16; Lex, Page 14. 

Inheritance taxes Televisa heir 

Emilio AtcSrraga Jean inherited Televisa, the 
largest media company In the: Spanish-speaking 
world, last April at the age of 29! -With it «mw 
his father’s debts, believed to be more than 
$750m. Last week, Mr Azc&rraga took an impor- 
tant step towards restoring confidence by 
appointing as chief finan cial officer Gflberto 
P6rez Alonso, widely respected forhiswork at - 
Cifra, a large, successful mall group. Page 17 

Net gain for Pens despite El NIfto 

In the northern Peruvian port of Paita, even the 
pelicans are listless. With ocean temperatures 
up to eight degrees centigrade higher than nor- 
mal because of the El Nifio weather phenome- 
non, the usual abundance of fish close to the 
shore has vanished. However, Peruvian fish 
exports were a record $L36bn because fears of 
shortages drove fi«h mnai prices to an all-time 
high on the international markets. Page 24 
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Disney shake-up urged by institutions 

Campaigners seek a more independent board and improved corporate governance 


By Christopher Parkes 
In Kansas City ' 

A campaign by institutional 
shareholders in Walt Disney to 
oust ■ d i rectors, with close ties 
to chairman Michael Eisner 
gained ground at the US enter- 
tainment group's owTH Mfl meet- 
ing yesterday. ■ ‘ 

A resolution demanding that 
the board be reccaiflgured with 
more independent directors 
had been expected to gain no 
more than a quarter of the 
vote, hi the event it won 35 
per cent roughly equivalent to 
all of the votes in the bands of 


institutional and other large 
shareholders. 

The result is likely , to 
encourage further attempts to 
persuade Mr Eisner to change 
bis ways. It wfll also encour- 
age activists to continue their 
campaigns to impose corporate 
governance standards on US 
companies. 

The resolution was filed by 
the College Equities Retire- 
ment Fund, the largest pen- 
sion fund in the US. Other 
institutional shareholders 
were urged to support it by 
Investment advisers such as 
Proxy Monitor, which last 


week attacked the 
“rubber-stamp" configuration 
of the Disney board. 

The outcome was a further 
condemnation by investment 
managers of Disney's board- 
room policies, which came 
under fire at last year's annual 

in noting . 

Then, Disney's army of 
enthusiastic individual share- 
holders thwarted efforts to 
rebuke the board for its lavish 
executive compensation policy, 
exposed by the SlOOm-plus sev- 
erance package awarded to 
Michael Ovitz. former group 
president 


Presenting TLAA-C REF'S res- 
olution, Richard Schlefer. the 
fund's governance expert, said 
financial success did not elimi- 
nate the need for good corpo- 
rate governance. 

According to TIAA-CREF, 
which owns SSOGm -worth of 
Disney shares, only one in 27 
of the largest companies in the 
US had a board less indepen- 
dent than Disney. 

In the absence of an indepen- 
dent board. Mr Schlefer said, 
decisions on issues such as 
corporate succession, contests 
for control of the company and 
lawsuits might not be made 


in the best interests of share- 
holders. 

CREF's attack targeted a 
group of directors, including 
Mr Eisner's attorney, his chil- 
dren's former teacher, an 
architect who had worked for 
the company and also designed 
Mr Eisner's home, and a for- 
mer senator who is a paid con- 
sultant to Disney. 

Sanford Litvak, chief of cor- 
porate operations, told the 
meeting the dispute was not 
over whether boards 'should be 
independent But he took issue 
with TIAA-CREF’s “unreason- 
ably narrow and mechanical” 


definition of independence. It 
was “not a controversy we 
need or have sought”, he said. 

The annual meeting, held in 
Kansas City, attracted an audi- 
ence of fewer than 1,500, com- 
pared with more than 10,000 
who crowded a stadium in 
Anaheim, southern California, 
last year. 

The meeting focused on the 
group's financial progress in 
the years since the contested 
board members had been 
elected. Mr Eisner pointed out 
that since be joined Disney in 
1984 its stock had risen 2,344 
per cent. 



Kvaerner has secured a $L.12bn package of cruise ship orders from Carnival Corporation of the US. The deal, signed at the 
company's Hetemki shipyard (above), came as the Anglo-Norweglan group reported shandy increased profits Report, Page 17 


US chipmaker in $148m Taiwan deal 


ty Laura Tyson fin Taipei 

Taitfan Se mico nductor Manu- 
facturing (TSMC), Taiwan’s 
biggest chipmaker, has 
secured a US$1 48m deai.with 
National Semiconductor of the 
US to produce : lbm central 
processing units - the 
“brains" of personal comput- 
ers -per year. 

' Electronics analysts said the 
unprecedented agreement 
with TSMC, the world's big- 
gest foundry, or contract, 
chipmaker, signalled a struc- 
tural shift in the industry. Its 
shares closed TJ8 higher yes- 
terday at TS1S5 (US$5.02). 

• The deal, which represents 
about . 12 per cent of global 
CPU output, marks the first 
.time a leading international 


integrated device manufac- 
turer has subcontracted out 
production of the commer- 
cially sensitive and technolog- 
ically. sophisticated CPU. 

The trend toward outsourc- 
ing chip production has been 
gathering momentum in 
recant years but until now had 
been confined to lo&er-end, 
lower-margin chips. Taiwan 
has never produced CPUs 
apart from a. prototype. 

The deal is a vote of confi- 
dence for TSMCs quality and 
technology standards and. if 
successful, could encourage 
other US and Japanese semi- 
conductor makers to follow 
suit, analysts said. 

“We have seen in the past 
that once Taiwan. has proven 
itself a viable producer in 


other segments of the PC com- 
ponents industry, other com- 
panies have followed - even if 
reluctantly - because Taiwan 
Is so cost-competitive," said 
Derek Tien, electronics ana- 
lyst at Merrill Lynch in 
Taipei. 

Analysts estimated that 
average production costs of 
Taiwan chipmakers are 10 to 
15 per cent lower than those 
of US counterparts, because of 
factors such as tax structure, 
accounting methods and lower 
pay. Regarded as Taiwan's 
best-run chipmaker, TSMC is 
even more cost-effective. 

National Semiconductor last 
year bought Cyrix, one of the 
biggest CPU makers after 
Intel of the US which controls 
about 80 per cent of the mar- 


ket. Cyrix has been aggres- 
sively going after the low-cost 
PCs expected to be a strong- 
selling segment of the market 
this year. 

With downward pressure 
intensifying on PC retail 
prices, chipmakers are seek- 
ing ways to slash production 
costs. Outsourcing lower-end 
chips while continuing to pro- 
duce higher-margin items 
in-house is one way. 

Until now the main custom- 
ers for Taiwan’s thriving 
foundry-chip industry have 
been the “fab-less" chip design 
houses that lack in-house pro- 
duction capacity, or wafer fab- 
rication plants. The potential 
of the foundry business rises 
sbarply with the entry of 
National Semiconductor. 


SGL considers 
moving its HQ 
from Germany 


By Graham Bowley 
in Frankfurt 

SGL Carbon of Germany, the 
world's biggest maker of 
carbon and graphite products, 
plans to redraw its structure 
so it could relocate its head- 
quarters abroad. 

The step, part of a broader 
international push, will 
involve the creation of a 
management group with a 
separate legal status from the 
German parent. 

SGL also intends to ask a 
shareholder meeting on April 
23 to give It the power to buy 
back up to 10 per cent of its 
shares when German legal 
changes makin g this possible 
take effect this summer. 

Mr Robert Koehler, chief 
executive, gave details of the 
planned reorganisation and 
share buy-back during an 
interview before US legal 
developments triggered a 
sharp fell in the company's 
share price yesterday: 

On Monday a rival company 
in the US pleaded guilty to 
anti-competitive practices in 
the graphite electrode indus- 
try, one of SGL Carbon's 
biggest markets. 

Show a Denko Carbon, the 
US subsidiary of Japanese 
group Showa Financing, 
agreed to co-operate with 
investigations by US authori- 
ties. The Justice Department 
said more prosecutions could 
follow, raising speculation that 
SGL could became the focus of 
investigations. In the inter- 
view Mr Koehler, who has 


been an aggressive critic of the 
German government and has 
urged German industry to 
restructure and become more 
global, said: “We are observing 
the German developments and 
if the government does not get 
the reforms right, we will con- 
sider moving our head office 
out of Germany. The German 
operations will be put on an 
equal footing with, for exam- 
ple, Italy, Spain. Poland. This 
is a further step in the evolu- 
tion of the company.” 

SGL is one of only a few 
German companies which pub- 
lish accounts according to US 
standards and was one of the 
first to list on the New York 
stock exchange. It will be only 
the second German company 
to seek to take advantage of 
legal changes on share buy- 
backs designed to open up the 
nation's capital markets. 
Metallgesellschaft, the indus- 
trial and trading group, said 
earlier this month that it 
might buy back shares worth 
up to DM500m (*275m). 

“If in the long-run we do not 
have enough projects for 
growth, we believe that buying 
shares back is a far more 
meaningful means of reward- 
ing investors than so-called 
long-term dividend policies," 
Mr Koehler said. “We are 
looking at this seriously 
because we have a healthy 
balance sheet" 

SGL Carbon shares closed 
yesterday at DM199.5, down 
more than 16 per cent 

Price fixing fears. Page 20 
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London’s love affair with 
continental Europe 



Is Europe the 
safest place to 
invest in 
today's danger- 
ous world? 
That ia the 
impression- 
given by the - 
latest UK pen- 
sion fund statistics. At the end 
of 1B97, continental Europe 
accounted for 57 per cent of 
the overseas equity assets of 
the median fund, according to 
the Caps statistical service. 

In feet,: UK. and continental 
equities represented 89 per 
cent of the equity portfolios. 
Certainly, there axe theoretical 
arguments, for.- reducing risks 
by matching domestic assets 
a pi tn si -domestic pension lia- 
bilities. and the UK is getting 
closer, to Europe. But are these 
fund managers living in the 
real world, where the US 
accounts for 51 per cent of the 
World index capitalisation? 

No wonder , the US . invest- 
ment institutions are taking a 
tilt at European pensions busi- 
ness. Goldman Sachs Asset 

Management has announced a 

marketing drive to take advan- 
tage of the vulnerability or the 
big UK pension fond manag- 
ers. Two of the latter - Mer- 
cury Asset Management and 
PDFM - have, come under US 
control through takeovers. 
Other US managers such as 
Fidelity and J.P. Morgan are 
also busily-. exploiting the 
perceived opening. 

The Caps numbers admit- 
tedly reflect disproportionately 
the more extreme views held, 
by the managers (such as 
PDFM . and Gartmore) of 
smaller, more aggressive, 
funds. The rival WM Company 
tracks the biggest, funds too. 


and its aggregate 1997 figures 
show that continental Europe 
represented a more modest 44 
per cent of overseas equities, 
while the US accounted for '20 
per cent rather than the 12 per 
cent seen in the Caps funds: 
These allocations still repre- 
sent huge bets against the 
World Index, of a kind that 
went alarmingly wrong last 
year. UK pension funds started 
1997 with one fifth of a full 
index weighting in the US, 
and. in contrast, nearly four 


London will 
argue that 
its world 
view is less 
risky than 
the US one 


times the index weighting in 
Asia (excluding Japan). As a 
result, they underperformed 
the World ex-UK Index by 
either 12 or .13 percentage 
points, according to WM and 
Caps respectively. 

The US and Asian bets both 
lost about 8 percentage points 
against the index return. True, 
these lasses were pertly offset 
by modest gains of 5 percent- 
age points from the two other 
gambles that paid off - the 
overexposure to continental 
Europe and a modest Japanese 
underexposure. But managers 
also lost because of poor stock 
selection everywhere except in 
Japan. 

What happens now? There is 
still the gamble that Wall 
Street will crash. After all. 


London's global managers 
pulled back a lot of relative 
gains from Tokyo's tumble in 
the early 1990s. through being 
heavily underweight in Japan. 
And although time is running 
out for them in the US, and 
1997 proved a bad year, their 
average annual underperform- 
ance over five years against 
the World ex-UK Index is still 
only about 1 per cenL 

They may make the reason- 
able point that many stock- 
market indices, far from repre- 
senting prudent diversifica- 
tion, represent an undue con- 
centration of risk. The World 
Index is largely a gamble on 
Wall Street, and a country 
index such as London's FTSE 
100 is dominated by a small 
number of sectors and stocks, 
as was highlighted yesterday 
by the shock of the Glaxo- 
SmithKline merger break- 
down. 

London will argue that its 
world view is less risky than 
the US (me. and it will pay off 
in the medium term, but it is 
being frustrated by the distor- 
tions created by freak inflows 
into US mutual funds. 

But the US marketing men 
being unleashed by the likes of 
GSAM will say that the Lon- 
don institutions have become 
complacent through dominat- 
ing their domestic market, and 
have become obsessed by their 
own risks against each other 
rather than those of their 
clients. Their styles have 
become too similar. 

But it is curious that, when 
Europeans criticise the UK for 
looking to the US rather than 
the Continent, precisely the 
opposite Is true of Investment 
portfolios. London is full of 
Europhiles, after all. 
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International expansion in retail stores helps push earnings up 1 8% 

Foreign outlets lift Wal-Mart 


By Richard Tomkins in Now York 

A big increase in International 
profits helped Wal-Mart Stores, the 
world's biggest retailer, to report an 
IS per cent surge in net earnings to 
$1.3bn for the fourth quarter to Jan- 
uary 31. 

Earnings per share rose by 19 par 
cent to 57 cents, beating Wall 
Street's consensus forecast of 55 
cents, and the shares rose $S. or 
nearly 2 per cent, to S47 in early 
trading. 

Although the international divi- 
sion is still relatively small. Wal- 
Mart has been striving to expand it. 
In December, the company took its 
first step into Europe with the 
acquisition of Germany's Wertkauf 


hypermarket chain for an undis- 
closed sum. 

The German acquisition did not 
figure in yesterday’s results- But 
even without It. operating profits 
from the international division rose 
from S65m to $177m in the fourth 
q uar ter, thanks largely to continued 
expansion in other territories. Reve- 
nues rose from Sl-7bn to SSbn. 

Wal-Mart said it had made particu- 
larly strong gains in Canada, a mar- 
ket it entered in 1994 through the 
acquisition of Woolworth’s Woolco 
chain. The figures were also given a 
boost by the consolidation of the 
results from Mexico's Cifra chain, in 
which Wal-Mart took a controlling 
interest in September. 

Wal-Mart 's other International 


stores are in Argentina, Brazil and 
Puerto Rico, and it has joint venture 
or franchise operations in China and 
Indonesia. 

In the US, Wal-Mart saw particu- 
larly strong gains from the opening 
of more super centres, which com- 
bine the traditional out-of-town 
discount stare with a grocery depart- 
ment. 

“Customers continue to embrace 
the concept of one-stop shopping,” 
the company said. 

Fourth-quarter revenues for the 
group as a whole rose 15 per cent to 
S35.4bn. 

For the full year, revenues rose 1 2 
per cent to SllSbn and net profits 
increased 15 per cent to $3.5bn_ 

Wal-Mart said its international 


division planned to add 50 to 60 
retail units this year to the 603 
already open, and wonld continue to 
evaluate international acquisition 
candidates. 

In the US, the company said it 
expected to add 26m sq ft of retail 
Door space, with the opening of 
about 50 new Wal-Mart stores, 120 to 
125 superc e ntres (including the con- 
version of about 90 existing stores), 
and io Sam's Club membership 

warehouses. 

• Home Depot, a fast-growing US 
chain of do-it-yourself superstores, 
yesterday reported a 22 per cent 
increase in net profits to S307m, or 
41 cents a diluted share, for the 
fourth quarter. Revenues rose 16 per 
cent to $5.7bn. 


CSC asks court to block CA’s bid 



CA’s Charles Wang (left) is accused of offering CSCs Van Honeycutt $50m stock options 


fly Louise Kehoe 
In San Francisco 

Computer Sciences, the 
computer services group, 
has filed a lawsuit against 
Computer Associates in an 
attempt to block its preda- 
tor’s $9.8bn hostile bid. 

CSC. based in El Segundo, 
California, has alleged that 
the New York-based soft- 
ware group used illegal tac- 
tics to try to bully CSC exec- 
utives into accepting a 
merger unfavourable to CSC. 
It also claimed it had lost 
$50m-worth of business as a 
result of CA's takeover bid. 

In its lawsuit, filed in Los 
Angeles late on Monday, 
CSC accused Charles Wang, 
CA chair man and chief exec- 
utive. of attempting to per- 
suade Van Honeycutt, CSC 
chairman and chief execu- 
tive. to accept unfavourable 
merger terms by offering the 
CSC executive $50m in stock 
options and a lucrative 
employment contract during 
a preliminary meeting in 
December. 

Mr Honeycutt rejected the 
offer. 


The lawsuit further 
alleged CA had engaged in 
“an unfair , unlawful and 
fraudulent scheme" to try to 
acquire CSC at less than fair 
value. CSC claimed that Its 
customers had been 
"improperly" contacted by 
CA and that CA was dis- 
suading “prospective 
employees" from joining 
CSC. 

CSC has asked the court to 
stop CA proceeding with its 
bid and is also seeking 
damages. 

CA was not immediately 
available for comment. 

The lawsuit is the latest 
move in a bitter battle for 
control of CSC, following 
CA's announcement two 
weeks ago that it was offer- 
ing $108 a share in «i«h to 
acquire the services group. 

Last week, CSC's board 
rejected the offer and CA 
launched a tender offer, tak- 
ing its bid directly to CSC 
shareholders. CSC responded 
that the bid undervalued the 
company, and Mr Honeycutt 
also said the bid was shak- 
ing the confidence of corpo- 
rate customers that have 


long-term “outsourcing" con- 
tracts with CSC. 

Under these contracts, 
CSC takes over the manage- 
ment and administration of 
corporate IT systems- Sev- 
eral Of the multi- milli on dol- 
lar contracts have “get out” 
clauses that allow customers 
to cancel in the event of a 


CSC takeover or merger. 

Moreover, CSC said it 
feared that a takeover by 
CA, one of the largest devel- 
opers of business software, 
would compromise its ability 
to sell products from rival 
software groups. 

CSC is expected to respond 
formally to CA's tender offer 


in the filing with the Securi- 
ties & Exchange Commission 
by next week. 

Shares of both CSC and 
CA dropped yesterday on 
news of the lawsuit CA was 
trading at $45& in mid-ses- 
sion, down from Monday’s 
close of $47%. CSC was at 
$102. down from $102%. 


Downgrades knock Advanta shares 


By John Authers 
in New York 

Shares in Advanta. the 
Pennsylvania-based 
consumer finance group, 
dropped more than 20 per 
cent in early trading 
yesterday as the market 
reacted to downgrades by 
ratings agencies following 
the sale of its credit card 
portfolio to Fleet Financial 
of Boston. 

By midday yesterday, the 
company's shares were down 
$6ft. or 22 per cent at $24%. 

Advanta had been the 
ninth largest credit card 


issuer in the US. and 
doubled the size of Us 
portfolio in both 1994 and 
1995 on the back of an 
aggressive strategy of 
marketing cards directly, 
and offering “co-branded" 
cards with commercial 
companies such as 
retailers. 

It used cheap financing 
from the asset-backed 
securities market 

However, it announced in 
March last year that it 
would suffer losses because 
of record levels of personal 
bankruptcies and high levels 
of bad debts in its own 


portfolio, and embarked on a 
strategic review. 

The agreement to sell the 
credit card business to Fleet 
was announced last October, 
but was only completed at 
the end of last week. 

Advanta also completed a 
tender offer last week to buy 
$35 Om in stock at $40 a 
share. 

Fleet said it had paid a 
premium of $500m for the 
portfolio, which had about 
$12bn in total receivables, 
while Advanta said the deal 
had a total value of 
$L3bn. 

With the sale of its credit 


card portfolio. Advanta will 
concentrate on mortgage 
lending and consumer 
finance, particularly for 
people with poor credit 
histories. 

Standard & Poor’s, the 
largest US credit rating 
agency, said its downgrade 
of the company's senior 
unsecured debt from BB to 
BB- reflected the company's 
new business profile as “a 
sub-prime mortgage 
company operating in an 
increasingly competitive 
market ”. 

It said the agency had 
on-going concerns about the 


industry group as a whole. 

However, it added that 
Advanta's position as the 
largest third party servicer 
of such mortgages gave it a 
- meaningful" revenue 
stream relative to its 
peers, and that, its high 
use of penalties to deter 
early payments was a 
strength. 

Derek Sword, analyst at 
Keefe, Bruyette & Woods, 
the brokerage, said; “Traders 
had definitely expected the 
share price to move down 
like this - Advanta is now 
rather a huge home equity 
lender.” 


Lear in 
line for 
Delphi 
purchase 

By Nikki Taft in Chicago 

Lear Corporation, one of the 
biggest makers of seating 
and other . interior compo- 
nents for the automotive 
industry, emerged yesterday 
as the preferred buyer of 
Delphi Automotive System’s 
seating business. Delphi is 
the automotive parts arm of 
General Biotars. 

GM and Lear said they 
had signed a letter of intent 
that would allow Lear to 
negotiate exclusively far the 
purchase of the business, - 
and that this wonld proba- 
bly lead to a final sale dur- 
ing the second quarter of 
1998. 

No price was indicated, 
but Lear said it would - 
almost certainly be "mate- 
rial" and be disclosed when 
the deal was finalised. 

The Delphi seating nnrt 
has annual sales of about 
S1.2bn and employs some 
7,000. It is thought to be the 
fifth largest automotive . 
seating business worldwide, 
with facilities in nine loca- 
tions, including five outside 
the US. 

Assuming the deal is com- 
pleted. it will consolidate 
Lear’s positk” 1 In the auto- 
motive interiors sector, 
where it battles for top slot 
with Johnson Controls.' 
Although seating is still the 
largest portion of Detroit- 


AMERICAS NEWS DIGEST 

DMG warns on 
employee bonuses 

Deutsche Morgan Grenfell this week began Informing 
North American employees of 1997 bonuses, after warning 
staff in an internal memo on Friday that “while vre ha ve 
fried to demonstrate fairness and remain competitive m 
our compensation decisions, your 1997 total competition 
will reflect the overall bank results, the results of the divi- 
sion you are a part of and your individual performance . 

The memo was written by Carter McClelland, who runs 
the North American business, in response to press 
reports- 

. The memo confir ms that a portion of 199T s compensa- 
tion will be in the form of stock. The bank has also setup 
a 1998-2000 equity incentive award programme, according 
to the memo. 

Sources at DMG said that around 100 jobs had been cut 
in North America, of which 40 were in Canada. The Cana- 
dian natural resources sector remains intact. These job 
losses are part of the restructuring recently announced by 
DMG's parent, Deutsche Bank, which will involve 9,000 
job cuts worldwide over three years. 

Tracy Co r r ig a n , New York 

■ GENETIC ENGINEERING 

Monsanto to pay cotton farmers 

Monsanto, the pharmaceuticals, bio techno logy and agri- 
products company, confirmed yesterday that it was pay- 
ing compensation, to settle complaints brought against it 
bv several dozen farmers in the Mississippi Delta, who 
claimed that the company’s genetically engineered cotton 
seed resulted in Inferior yields last year. 

. Th e company, which has always maintained that the 
problem was an isolated incident and probably the result 
of extreme weather conditions, said it had been working 
in recent mnnth« to calcu l at e the shortfall in yields, com- 
pared with other recent crops. 

The total monetary compensation was not disclosed but 
is understood to be a few minion dollars. 

Nikki Taii, Chicago 


Baxter in $189m 


based Lear’s business, tt has 
been diversifying aggres- 
sively Into other ; interior 
components, and these now 
account for about 35 per 
cent of the total. 

The Delphi seating unit 
was one of three parts busi- 
nesses pat op for sale by GM 
last September, as part of aL 
strategy to shed loss-making 
or marginally profitable 
units and concentrate on 
“core” segments where it 
had market leadership posi- 
tion. Overall, the three busi- 
nesses had sales of about 
$2bn and were loss-making. 

Last week, Delphi 
announced that the hot cofl 
spring business, which 
employs about 200. was 
being sold to the privately ' 
owned Walton Johnson 
group in Dallas.'; The GM 
parts company has aim said 
that it expects to announce 
a buyer of its automotive 
lighting business within the 
next few weeks. *• 

Competition for the seat- 
ing unit is thought to have 
been fairly intense with , a 
handful' of companies 
selected for the final negoti- 
ations. 

Apart from Lear, these are 
believed to include Johnson 
Controls and Magna Inter- 
national. 



By-Victoria Griffith in Boston 

Baxter, the minols^based 
pharmaceutical company 
which has annual sales of 
more than $5bn, is purchas- 
ing, the biotechnology group 
Somatogen for $189m in a 
move to strengthen its posi- 
tion in the market for substi- 
tute blood. 

“This-; demonstrates opr 
coranhtifaent to - belhg'^ff th£~ 
leading ’edge' of technology 
in' the blood substitute 
field.” said Harry : Jansen 
Kramer, Baxter president. 
While both companies are 
developing artificial blood to 
replace real blood in patient 
transfusions, their research 
strategies differ. 

Baxter extracts 
haemoglobin - the red blood 
cells responsible for moving 
oxygen round the body - 
from human blood, then 
purifies it. Somatogen uses 
recombinent technology to 
grow its own artificial 
haemoglobin from 


genetically altered cells. 

Baxter, whose technology 
is more advanced, will apply 
for regulatory approval in 
the US as early as next year. 
In the long 

run, however. Somatogen’s 
technology may substan- 
tially reduce production 
costs. 

Substitute blood has a 
number of advantages. 
Because it is pure haemoglo- 
bin, patients do not have to 
be matched for blood type. 
The product may also pro- 
vide oxygen to the body far 
more swiftly than normal 
blood, making it a better 
alternative for stroke and 
heart attack victims. 

■ Artificial blood also has a 
shelf life of at least six 
months, as opposed to six 
weeks for normal blood. 

Baxter’s main competitor 
in artificial blood is the 
pharmaceutical group North- 
field Laboratories, which is 
also in the final stages of 1 
product development 


f DIVIDEND NOTICE Y 

•PLACER DOME INC. 
Notice is hereby given 
that a semi-annual divi- 
dend, being Dividend 
No. 43 of five cents 
(5£) U.S. per Common 
Share, has been de- 
clared payable on 
March 23. 1998 to 
shareholders of record 
at the dose of busi- 
ness on March 6, 
1998. 

Shareholders with 
addresses in Can- 
ada and Australia will 
be paid the equiva- 
lent amount in the 
currencies of those 
countries, converted 
at an exchange rate 
in effect as at the 
record date. 

BY ORDER OF THE 
BOARD 
J. Donald Rose, 
Vice President 
Secretary and General 
Counsel 

^February 18. 1998 ^ 


MBTC International 
Finance Limited 

U.S. £100,000,000 
per ceni. Convertible Now* 
due 2000 

NOTICE B O'VS.% •»* 

i h,4Jmi4if*N-«n-H , a j LnikViil 
M I'S so» Brrr.*nl S It* S^u-J •.< 

RnOf" .» UnMpih m *»J Tti-i 

L . e i)uiw m ^TlJ, P a -.tin: 

! la the rn-i-vT A th. Tiu« CW.1 
Lum*lra:Fri_- ih, ihi Cam tram 

[‘rue a it* N.ir, hy- 1 r* J I aJlsTrl as 
■i iwli i t ibc flat!, JinilmJ 
[Wiff«t Peu. 4^1-3,.. rM'jnn* P— ' 
J 77 67 rtfutiii Sth t.«anhn. I WT I 


MflTC lit— iimiI mill 
;Vh M-wv. l*>w ffcn»Lh»tml 



'tnaacg cra-Ji 



Pea 

Pso 

Poof 

TZtB*>n 

». IW 

Duma, 


*** 

viva* 

ms 

*«e* 

o«» 

trxa 



tw» 

turn 

nm> 

cw- 

OCX) 

1960 

11 75 

11 75 

020 

0100 

19.60 

21 82 

2229 

ate 

Cl 30 

19.99 

21 82 

2229 

097 

IE 0 D 

1959 

27.82 

22-39 

092 

cc» 

1939 

21 X 1 

SL 39 

0 S 2 

0300 

19.99 

38 36 

3634 

032 

0330 

1399 

3038 

3034 

092 

MOO 

19 .W 

21 82 

7233 

032 

0*30 

saio 

21 « 

2239 

092 

asoo 

12 . 8 B 

21 82 

7233 

092 

0&33 

12.50 

21.48 

2205 

pig 

06 CQ 

12 JS 

2920 

23.77 

632 

Mi) 

12.95 

27.13 

3270 

a® 

0 TJ 0 

raw 

37.53 

• 58.17 

032 

OT 30 

2 i.i» 

37 a, 

3785 

aac 

0800 

2152 

6116 

51.77 

0.32 

0330 

» 75 

6120 

51 83 

032 

0900 

37 ra 

3842 

2906 

092 

0030 

6244 

49 82 

5640 

C 32 

1000 

65.44 

5 i 2 a 

5133 

092 

ten 

52 44 

5143 

St .32 

092 

noo 

40 34 

40 99 

4763 

nao 

1130 

37.03 

44 L 97 

4761 

032 

1300 

3546 

38.42 

3900 

092 

‘.Z 70 

3545 

W ^3 

39 Cl 

092 

1300 

35 45 

384 * 

38 90 

0 . 3 ? 

1330 

3 C 7 S 

J 3-33 

3833 

032 

1400 

4034 

3822 

3833 

0 - 3 ? 

1«30 

40 34 

3 a 9 i 

3091 

032 

1500 

30 75 

3829 

3999 

092 

two 

30 75 

3 B 30 

33 9 C 

CL 32 

i «00 

30 75 

1729 

1723 

090 

1630 

3075 

7468 

74 88 

000 

1700 

3075 

7322 

8627 

63 ? 

17 ^ 

43.73 

129 73 

133 13 

131 

1000 

47 90 

129 19 

13714 

032 

1 B 30 

50 78 

73 72 

70^8 

09 ? 

1900 

5*178 

51.79 

0429 

09 ? 

1930 

50 70 

5453 

58 01 

09 ? 

2000 

4171 

50.72 

5190 

09 ? 

ran 

3 U 6 

46.77 

47.40 

032 

MOO 

40 33 

37 88 

3426 

03 ? 

y» 3 o 

29.97 

3023 

3688 

093 

2200 

38 97 

36 07 

3764 

OST 

2230 

31.52 


37 1 C 

032 

2300 

ran 

2266 

nn 

193 

2330 

12.93 

22.66 

737 ! 

033 

2400 

1223 

11.73 

11 70 

COO 


Press ■» mors*; w ntrj HMx* st *er 
na bpk *wb ■» r airs I i a 

■ »^ *i «ju’ -mtM * se erra ntn is 
cats* pm io psnev ptr ■twoiur to as*** 
own sum os mmj j, ® 3m V. *; PU6 

' Wfcyiv/T »m»ij W 

s s s'weff i s so* poo v Tree* s Ps j so 
7«tar*s ignarac n* cmnaoo d 

re ssj k i 3xi r frrjorc xa am t** pwI 
Gretas* ree, ■ » be* •* -asentr d (*va 
trisv * psmn r t t xx oi d ss eu i t*xx 
eraqo » ns % go ai r « no on « , 
rpvnrgiiiPxratswaxitiASoiitn! 
a 111301 it mtscjj inn .-ujcr 

Kvmeni v» tim csss eoamrmi 

•>r(r«r an *» n* at * as** 

V iJV l WtMlMVi9Rl*Mir(' 

o consp <n non live* vtaMrapacK 
yecna po u emu *» <ay wnj m an 41 

6* Badness ty no css ’osoinDnoi 
oo e s 3 amr !*» Tottrtasai Sow* ija -i 
■Soon rj* a crow* S, rm XWJ Be 
Csow/pe w «**■»■ i-e e ra re ra n 

ct o M-di ‘ j i s ej efl nian s lb osicc* tf 
yM OO ms 33* XMT0 too M CO 1 <f M 
nan TtiVsstsaeMnIXMliSEM 
*1 Bosnsro -aos nr Nfli nnm> a <90 
oMi^iMir ^Btog^sniinsal 
o» asrew 0 VKttft s«v is a m no n; 
smrgmm , q wnri ixsxi is mm** 
d -3) fm* »e» fornt smsiawn 
pen a mm w end d b» fed « *1 no 9 * 
soul a nk sr Et*t> sCWrrn wa m n - ji T . " 
air teal Unfed Any** Is ms Ul 

TAJ W.-II nn Mini s 3115 M S® 3 WS I 

Cfiim *g ilS Cffl MBWOfs* 

ttssp Sasnsu so Missei Ssscsi unsa 


CONTRACTS & TENDERS 


REPUBLIQUE DE COTE D’IVOIRE 

INTERNATIONAL CALL FOR TENDERS 


I COMPAGN1E IVOIRIENNE 

j POUR LE DEVELOPPEMENT DES TEXTILES (CIDT) 
SALE OF ASSETS 


W ithi n the framework of the policy of liberalisation of the cotton sector implemented by the 
Government of Cole d'Ivoire, the Cornpagnie Ivoirienne de Dev eJ opponent des Textiles has 
decided to well pan of is assets. Specialising in tbe production of cotton fibre for the local indus- 
try and for exports. CIDT acts as the main player for tbe management of fertilisers, the ginning of 
the cotton grain in its own mills, the aid to tbe producers and the research and develop m e n t in the 
cottor. sector 

1c order to proceed. CIDT has mandated tbe Privatisation Committee, which will be asshed by 
SOC1ETE GENERALE FINANCE DEVELOPPEMENT (Paris, Fnmccj as its advisory bank. 
CIDT has decided to put on sale through an international tender some assets, split into two tranches. 
• Nortb-East Tranche 

Entity producing cotton fibre at the 3 cotton -ginning sites located in the north-east of 
CfDT*s currer.i spere or operations : Korhogo 1 119.900 tonnes J. Korhogo 2 (49.300 tonnes) 
and Ouangolodougou (31.900 tonnes >. giving a total ginning capacity of 101,100 tonnes. 

• North-West Tranche 

Entity^ producing cot 1 on fibre at the 3 cotton-ginning sites located in the north-west of 
CJDT's current sphere of operations : Boundiali I (24.700 tonnes'). Boundiali 2 (51 JQ0 tonnes) 
and Diairra (42.900 tonnes) giving a total ginning capacity of 119.000 tonnes 
• The s-Ntwo CIDT will keep the remaining four ginning sices located in Bouak£. Mankazto, 
Scgaela and ZaOa. givmg a total ginning capacity of 1 03,000 tonnes. 


Through this International Call for Tenders, CIDT wishes to select investors with a good technical 
knowledge of the cotton mdusay and adequate financial means. This Call for Tenders is open to any 
private investor respecting these prerequisites. The rules and procedures governing this sale of 
assets arc described in tbe tender document 


Any investors wishing to participate 
to this tender must contact : 


Socieii Generate Finance Drrdeppement 

Totujtfcicie Generate 
I “ cours Vilmv 
PARIS LA DEFENSE 7 
Attention : M Philippe THEN ARD 
Deputy General Manager 
Tc! ; (33i l 42 13 79 IS 
Fax : (53* i 42 14 34 f 4 


Bids must be presented in sealed envelopes in 8 
(eight) copies no later than 1 8.00 hours GMT on 
9 April 199$ 31 the following addresses : 

Privatisation Committee 
6 boulevard de riodenie 
01 BP 1141 ABIDJAN 01 
Attention : M. Jean-Claude 8ROU 
Chairman 
Tfcl : 229 22 22 31 
Fax : 225 22 22 35 


to obtain the tender documents, conuinmg a general 
description caEee .'Sale of tbe North East and North 
West Tranches!* and two specific documents 
describing each tranche. These documents will be 
available from 20 February 1998, against the 
payement of die following amounts : 

• 250.000 rCFA for tbe Tender Document. Sale 
of the North East and North West Tranches; 

• 150,000 FCFA for each specific document. 


one copy of the bids m ug abo be sen on the 
same day to SOCLETE GENERALE FINANCE 
DEVELOPMENT. The offers must remain valid 
one hundred and twenty 1. 120) days after the date 
or submission. 

The bids will be open during a public session held 
at tbe Privatisation Committee on Friday 10 April 
1998. at 10 am GMT. * 


ACTUS 


Morgan memo spells 
out bank’s dilemma 


S tronger financial 
results must be a prior- 
ity." wrote Douglas 
“Sandy” Warner, chairman 
of JJ*. Morgan, in a memo 
that accompanied the 
announcement this week of 
a 5 per cent reduction in the 
US bank's workforce. 

Mr Warner also noted that 
“our stock is lagging compet- 
itors". His message - that 
after nearly a decade of 
building Morgan's invest- 
ment banking business, 
management is unhappy 
with its financial perfor- 
mance - is plain. 

Analysts and shareholders 
have also been growing 
increasingly concerned. Dis- 
appointing fourth-quarter 
earnings helped crystallise 
worries that the bank has 
not been producing adequate 
revenues to justify an expen- 
sive Infrastructure. 

Return on equity last year 
was just 14.2 per cent, 
pushed down by a poor 9.7 
per cent in the fourth quar- 
ter. while rivals such as Mer- 
rill Lynch and Morgan Stan- 
ley Dean Witter produced 
returns on equity of more 
than 20 per cent last year. 

As Mr Warner pointed out: 
“Our rate of expense growth 
has exceeded revenue 
growth in three of the past 
four years.” - 
In addition, - Morgan 
recently lost its triple-A 
credit rating from Moody's, 
and its triple-A rating from 
Standard & Poor's is under 
review. 

While this may ultimately 
be good news - some ana- 
lysts believe that keeping a 
triple-A rating is costly and 
unnecessary - Morgan is 
dearly experiencing growing, 
pains as it transforms itself 
into an investment bank, 
although officials note it has 
remained consistently profit- 


able while building a bust 
ness from scratch. 

The firm has also main- 
tained its reputation as It 
has expanded its franchise, 
and has managed to win 
much high profile business - ■ 
it is. for example, defending 
Computer Sciences against a 
hostile bid from .Computer 
Associates. 

But analysts say it faces- 
the same problem as other 
second-tier competitors: its 
overheads are as high as 
those of the “bulge bracket” 
firms,- but its revenues are 
not 


J.P. Morgan’s 
overheads are as 
high as those of 
the ‘bulge. bracket’.-. 

firms, but its 
revenues are not 


News of the cost-cutting 
move was welcomed by ana- 
lysts yesterday, as the stock 
rose more than 4 per cent. 
But analysts warn that while 
it may help to boost profit- 
ability in the short term, the 
move does not solve longer- 
term strategic problems. 

“They need' a lot more 
market share in their global 
equity and mergers and 
acquisitions businesses.” 
says Art Soter^ financial ser- 
vices analyst at Morgan 
Stanley Dean Witter. “They 
are sticking with their stiat- - 
egy [of organic growth], but 
ihe clock, is running because 
the . global wholesale indus- 
try is consolidating rapidly 
and their market share fa 
not sufficient to make them 
global leaders.” 

Some analysts believ® that 

Morgan may have to * 


acquisitions to speed Its 
progress, and Mr Warner 
noted in his memo that 
“strategic combinations are 
also an option”. But the cost 
cuts may have bought man , 
agement extra time to pur- 
sue its strategy. 

•• - "I don’t think they are 
under the gun,” says Mich- 
ael Upper, services 

analyst at .tipper Analytical. 
“They have a loyal group of 
shareholders who would per- 
mit them to - underperform 
for a long time." Mr Lipper 
adds, though, that he also 
believes “some sort of deal is 
inevitable". 

Mir . Soter, . however, 
believes that Morgan will 
resist a sizeable merger. 
“Their culture is so distinc- 
tive- and they are so intent 
on preserving it, that it 
makes. them somewhat resis- 
tant to doing acquisitions 
that require integration.” . 

Mr Lipper says concerns 
about preserving its culture 
could lead J.P. Morgan to 
look at acquisitions outside 
pure investment banking, 
for example in the trust busi- 
ness. 

But management’s enthu- 
siasm for. independence 
should, not be underesti- 
mated. *Tt remains our con- 
viction that, no strategic 
■merger’ .. yet ." envisioned 
matches the promise of our 
own growth strategy, if we 
execute it successfully," said 
Mr Warner. 

"It’s bur challenge to turn 
[the value we have built over 
the past decade] into supe- 
rior performance -for clients 
and superior results -for 
shareholders." 

Tracy. Corrigan 
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Televisa heir struggles with legacy of debt 


By Tim Burt m. Stockholm - 

Kvaerner. : the Anglo- 
Norweglan en gtpRftpn p nna 
construction, group, yester- 
day underlined the revival of 
the international, cruise whip 
industry by announcing a 
$ 1 -I 2 bn package of orders 
from Carnival Corporation, 
of the US. 

The company — which yes- 
terday reported sharply 
Increased foil-year profits — 
said the latest order from 
Carnival, the world’s largest 
cruise operator, took the 
value of shipbuilding- con- 
tracts and options won over 
the past four weeks to 
almost $ 2 bEL 

Buoyant consumer 
demand for cruises has 
prompted a recent surge in 
orders from the leading oper- 
ators-- among them Royal 
Caribbean of the US, P&O of 
the UK and Carnival. Some 
30 vessels have been ordered 
from European yards for 
delivery over the next four 
years, . worth a total of 
almost $ 10 bn. 

Under the latest Kvaerner 
deal signed at the compa- 
ny's Helsinki shipyard last 
night. Carnival has ordered 
one 82,000- tonne finer,. with 
options on a further two ves- 
sels at a cost of $S75xn each. 

The deal was announced 
after the Anglo-Norwegian 
group unveiled a jump in 
pretax profits last year from 
NKr750m in . 1906 to 
NXrLSlbn ($20 lm) an sales 
of NKr73-0bn, up from 
NKrSKBbn. 

In spite of the increase, 
Erik Tonseth, chief execu- 
tive, expressed dissatisfac- 
tion at the full -year outcome. 

Although the figures were 
flattered bjrone-off gains of 
NKr592m on property dispos- 


als, operating profits rose 
from NKrl.03brL to 
NKn.78bn. 

.. .Of the group's six core 
divisions; Mr Tonseth said 
he was still dissatisfied with 
continuing losses in the pulp 
and paper division - 
although reduced -last year 
from NKrS22m to NKr77m - 
and a disappointing perfor- 
. mance in construction, 
where the group incurred 
losses of NKr44m, against 
gains of NKrllOm in 1996. 

That was partly offset by a 
return to profit in the oil 
gas division and improve- 
ments in process engineer- 
ing -and metals. These divi- 
sions cKmbed from NKr89m 
to . NKrl46m and from 
NKr95mto NKrlSlm, respec- 
tively. •' 

Shipbuilding remained fhc 
most profitable division, and 
. the order intake stood at 
NKilAlbn at the year-end. 
However, loss provisions of 
NKr200m on current con- 
tracts contributed to reduced 
operating profits of 
NXrSlSm, against NKrllbn 
last thrift 

Jan Magne Heggelund, 
finance director, said the "bal- 
ance sheet was also over- 
stretched, in part because of 
increased working capital 
costs and borrowings 
incurred on the^ NKr9bn 
acquisition of Trafalgar 
HouselnT996. 

But he said the figures - 
including maiden full -year 
contributions from Trafalgar 
House - signalled that the 
restructuring of businesses 
Inherited' from the UK 
conglomerate was largely 
complete. 

Earnings per share rose 
from NKxl9.T2 to WKX2&2L 

An dividend of NKr7, up 
from NKr6J50,is proposed. 


Chinese eye 
SE Asia buys 


By James Kynge in BeQfag 

Li Xiaohua. one' China's 
top entrepreneurs, is looking 
to acquire companies in 
south-east Asia and South 
Korea, taking advantage of 
the relative strength of Chi- 
na’s currency. 

Mr Li’s initiative is one of 
the first signs that some 
Chinese businesses- . are 
searching far ways to turn 
Asia's financial crisis to 
their benefit 

A senior economic official 
confirmed the trend, .saying 
that some state-owned com- 
panies were being encour- 
aged to Invest in the. region 
when it becomes clear that 
the worst of the crisis has 


Mr Li. who IS of 

the privately held Huada. 
International Investment 
Group, said he was inter- 
ested in acquiring either 
high-technology groups or 
exporters of commodities 
such as palm oil and rubber, 
for which there was a ready 
market in fThhm 

“We are very interested in 
the opportunities thrown up 
by the Aslan crisis. We have 
already sent people to Korea 
and Thailand to search for 
opportunities,” said Mr Xd, 
who owns 51 per cent of 
Huada, a property and tour- 
ism conglomerate with fixed 
assets worth more than 
$S00m. according to the com- 
pany's own unaudited 
figures. 

He said his company- had 
employed Wall Street bank- 
ers to help fbid opportunities 
in south-east Asia- Any 
acquisition, would, be 
financed by borrowing in 
either US or Hong Kong dol- 
lars, he added. 

Both China 's currency - 


the yuan, which is not fully 
convertible - and the. Hong 
Kong dollar have held steady 
against their US counterpart 
despite sharp depredations 
elsewhere in the region. 
This, coupled with the fact 
that same companies in Asia 
are in need of financial res- 
cue, has presented clear 
opportunities. 

“For example, China buys 
a lot of oil from- Malay- 
sia, so I am going there to 
see if there are any Malay- 
sian palm oil companies 
which are going bust," said 
Mr LL 

The economic official, who 
declined to be identified, 
said commodities and high 
technology were also the two 
areas in which China’s state- 
run companies were seeking 
opportunities. 

.. But, he added, recent riot- 
ing against ethnic Chinese 
in Indonesia bad reinforced 
caution among state-owned 
companies. Whereas Thai- 
land and Korea had perhaps 
turned the corner in their 
crises, this was not necessar- 
ily true of other countries in. 
the region, the official said. 

Mr Li Is one of a genera- 
tion of entrepreneurs who 
started out in the early 1980s 
as small businessmen. He 
began with an icedrdrink 
stall, than bought a kung-fu 
film business and was even- 
tually made the sole sales 
agent in Japan for a popular 
Chinese hair-restoring tonic. 

He made most of his for- 
tune. however, from borrow- 
ing to buy proparty and 
stocks in Hong Kang at low 
prices following the 1989 
crackdown oh political pro- 
tests in Beijing- Since then, 
he has- concentrated on busi- 
nesses within mainland 
nwhifl- 


Canadian banks lift 
first-quarter profits 


Bank of Montreal reported 
net income of C$361m 
(US$254m) for its first quar- 
ter to January 31, up 12 per 
cent from C$322m in the 
samp period of 1897 despite a 
decline in investment bank- 
ing, Our Financial' Staff 
writes. • ' 

The bank, which recently, 
announced plans to merge 
with Royal Bank of Canada, 
said that income growth was 
driven by revenue growth, 
good expense management 
and low loan losses. 

Fully diluted earnings per 
share were C$J-27, up 9-5 pra - 
cent from C$1.16 last. year. 
Return on. equity was 17.3 
per cent, compared to 17.7 


per cent in the first quarter 
of 1997. 

Meanwhile, Bank of Nova 
Scotia reported an 11 per 
cesit rise in net income in 
"the same first quarter,' from 
C$297m In the same period 
last year to C$33lm. The 
bank said it returned "solid 
results across most busi- 
nesses'*. 

Peter Godsoe, chairman 
and chief executive, said, he 
expected earnings to 
increase "stgnifican.tL 3 r. 0 ver 
the. next few years. 

Earnings per. share rose 
'from ST cents to 63-Cehls. 
However, return on equity 
slipped tram 162 per coat to 
liLQ-par-cent 


W hen Emilio Azc&r- 
raga Jean came 
into his father's 
estate last April, he inher- 
ited Televisa, the largest 
media company In the Span- 
ish-speaking world. 

However, his father's per- 
sonal debts, believed to be in 
excess of 5750m, transformed 
the 29-year-old heir into one 
of the most vulnerable and 
indebted- chairmen in 
Mexico's corporate history. 

According to Mexican 
bankers; those obligations 
have made Mr Azcarraga a 
prisoner of his creditors, 
who are demanding escalat- 
ing fees to roll over the debt 
of his father's estate. 

Mr Azcdrraga's indebted- 
ness has also depressed Tel- 
evisa's share price, as the 
market is betting that, 
sooner rather than later, he 
will be forced to part with a 
substantial chunk of his 
shares. 

Mr Azcfirraga's father, 
Erafllo "El Tigre” Azcdrraga 
Mflmo, fell heavily Into debt 
in 1994, when he bought out 
his sisters to build a control- 
ling stake in Televisa. 

The timing was disastrous. 
El Tigre acquired his sisters’ 
shareholding when Televis- 
a’s American Depositary 
Receipts were trading at 
close to $60. A year later, the 
peso had been devalued, 
Mexico’s stock market had 


crashed, and Televisa's 
ADRs had sunk below $13. 

To make matters worse. 
Televisa has not paid divi- 
dends since 1994 - a critical 
source of income that would 
have allowed El Tigre to ser- 
vice his debts. 

When Mr Azcarraga Sr. 
died suddenly of cancer last 
April his son inherited 62 
per cent of Televicentro, the 
holding company which 
owns 38 per cent of Televisa 
and controls 100 per cent of 
the voting stock. The other 
shareholders in Televicentro 
are the Mr Azc&rraga's sis- 
ters and stepmother; Alejan- 
dro Burriflo. his cousin; and 
the Alem&n family. 

Mexican bankers say 
Televicentro owes SLlbn to 
Mexican and foreign banks. 
About $500m is In short-term 
bridge loans, extended last 
autumn by Morgan Stanley 
and Goldman Sachs, the US 
investment banks, while 
$485 m is in longer-term 
loans with Mexican banks, 
including Banamex, Ban- 
comer and Inbursa. 

In addition, Mr A 2 drraga 
owes 5250m to his aunt, 
Laura Azc&rraga de Wach- 
man, who is demanding 
immediate payment. 

According to bankers In 
Mexico City, Morgan Stanley 
and Goldman Sachs provided 
the. bridge loans on the 
understanding that they 


Poisoned chalice 
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would be repaid quickly via 
a secondary share offering of 
part of Mr Azcarraga's 
equity in Televisa. To seal 
the agreement, the US banks 
were mode co-leaders of the 
placing. 

The Asian financial crisis, 
however, dashed Mr Azcar- 
raga's plans for a November 
offering. Turmoil in emerg- 
ing markets caused Televis- 
a's ADRs to drop from S40 to 
just below $30 - wiping out 
about $600m of Mr Azcdrra- 
ga’s net worth. 

Although the stock has 
since recovered to $35, valu- 
ing Televisa at $5.4bn, Mr 
Azcarraga is said to be reluc- 
tant to sell below $42. 

Time, however, could be 


running out for him. Morgan 
Stanley and Goldman Sachs 
are reported to be anti 0 us to 
recover their money. “Mr 
Azcarraga has used a carou- 
sel of banks to roll over 
debt.” one banker says. 
“Each time, the loans get 
more expensive, but it can- 
not go on forever. He will 
soon run out of banks who 
are w illin g to lend to him.” 

C ompounding his prob- 
lems are the board- 
room battles that fol- 
lowed his father's death, and 
the little faith investors have 
shown in his leadership. 

Last week, Mr Azcdrraga 
took an important step 
towards restoring investor 


On M o Azcarraga Mnn, 
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confidence by appointing a 
professional chief financial 
officer, Gilberto PGrez 
Alonso, widely respected for 
his work at Cifra, a success- 
ful and conservatively man- 
aged retail group. 

Analysts say Mr P§rez 
Alonso's first task will be to 
talk up Televisa's share 
price with an aggressive 
cost-cutting programme - a 
move which would maximise 
the returns of a secondary 
share offering. Investors 
have been disappointed by 
Televisa's inability to fend 
off competition from TV 
Azteca, a smaller rival. 

“TV Azteca is a lean, mean 
fighting machine, whereas 
Televisa has a great fran- 


chise - it only has to put its 
assets to better use." says 
Tim Baker, of SBC Warburg 
in Mexico City. “Mr Perez 
Alonso will be under pres- 
sure to deliver results 
quickly to help Televisa's 
controlling shareholders sort 
out their problems.” 

Mr Baker estimates TV 
Azteca generated 5250m in 
cash flow last year on sales 
of S450m. By contrast, Telev- 
isa's networks, which com- 
mand two-thirds of Mexico's 
advertising market and dou- 
ble TV Azteca's audience, 
are estimated to have gener- 
ated only 5220m last year. 
Televisa's other businesses, 
including magazine publish- 
ing, cable and satellite tele- 
vision, and radio broadcast- 
ing could raise the group's 
cash flow to 5317m, Mr 
Baker says. 

Last month. Miguel Ale- 
m&n Velasco, one of Mr 
Azcarraga's senior partners, 
said a secondary shire offer- 
ing could take place in 
March. Since then, however. 
Televisa has declined to con- 
firm whether a secondary 
share offering is imminent. 

Leslie Crawford 

This is the fourth in a series 
on Latin American media 
markets. Previous articles 
appeared on January 20, 
January 3 and December 19. 


RWE Performance Profiles 


Looks like an interesting family. 



RWE has been using its financial resources 
and expertise to build a first class portfolio 
of subsidiaries that promises continued 
solid performance in the future. 

Our family of companies is well worth 
looking at. it includes such well known 
names as HEIDELBERG, a market 
leader In high-tech printing systems, 
HOCHTIEF, a major international force 
in airport construction and management, 
and C0NDEA, which ranks among the 
foremost producers of base chemicals for 
detergents and cosmetics worldwide. 

As Europe's largest private energy com- 
pany, RWE Energie is already well pos- 
itioned for the newly liberalized energy 
market. But that's only part of our 
corporate story. 


Carefully shaping our portfolio, we are 
focusing on companies that are among 
the leaders in their respective fields. 

We are also investing in future-oriented 
technologies such as telecommunications, 
another area in which RWE stands 
to benefit from European liberalization. 
Our portfolio is solid and dynamic. 

Portfolio optimization is only one way in 
which we are enhancing RWE's attract- 
iveness to investors. The restructuring 
of our shareholder base is another. This 
increases RWE's appeal in international 
financial markets. Take a closer look at 
our family. 

RWE AG. Opernplatz 1. D-45128 Essen 
Fax: +49 201/12-15361 
Internet: http://www.rwe.de 


RWE Energie, Rheinbraun, RWE-DEA, RWE Entsorgung, LAHMEYER, RWE Telliance, HOCHTIEF 


RWE 


The Group That Knows How. 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Sluggish quarter at Matsushita 


By MQchiyo Nakamoto 
in Tokyo 

The impact of the Asian 
crisis and weak consumer 
spending in Japan were 
highlighted yesterday in 
Matsushita's third-quarter 
results, which showed a 
decline in profits on moder- 
ately higher sales. 

For the three months to 
the end of December. 
Japan's largest consumer 
electronics group reported a 
2 per cent rise in group sales 
to Y2,Q82.9bn ($l&3bnj. The 
relatively flat figure was 
blamed mainly on lower 
domestic sales, which Tell 
4 per cent. 

Pre-tax profits for the 
quarter fell S per cent to 
Y97.lbn, while net profits 
declined 14 per cent to 
Y39ba 

As a result of the perfor- 
mance, Matsushita said full- 
year results would not be as 
good as it had forecast. Sales 
for the year are expected to 
be only 3 per cent above last 
year’s figure, at Y7.870bn, 
compared witb an earlier 
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forecast of Y7.950bn. 

Pre-tax profits for the full 
year are forecast to be 
Y351bn. rather than the 
Y372bn expected, while net 
profits are projected to total 
Yl24bn rather than Y 152 bn. 
Pre-tax profits will be 6 per 
cent above last year, but net 
profits will fall 10 per cent. 

Matsushita said it was 
hurt by weak domestic con- 
sumption in the quarter. 


which damped demand for 
big-ticket items such as 
air conditioners and refriger- 
ators. 

Meanwhile, the weakness 
of domestic car production 
affected the company's sales 
of audio products for the car 
industry. 

In overseas markets, the 
currency turmoil in south- 
east Asia has forced the com- 
pany to increase prices by 


10-25 per cent in Thailand, 
for example, further reduc- 
ing demand. 

In contrast. North Ameri- 
can and European markets 
were buoyant and helped lift 
Matsushita’s overseas sales 
10 per cent in the period, 
despite tbe Asian crisis. 

Mobile GSM phones were 
particularly sought after in 
Europe, while personal 
computer peripherals, com- 


mercial video systems and 
fax machines also saw 
strong demand in North 
America. 

Matsushita is catting its 
capital investments for the 
year to Y450bn, compared 
with a previous estimate of 
Y470bn, because of a YlObn 
decline in semiconductor- 
related spending and a fur- 
ther YlObn fall in overseas 
investments. 


HK groups shrug off Moody’s move 


By Louisa Lucas 

Moody's Investors Service, 
the US credit rating agency, 
yesterday downgraded its 
outlook for two of Hong 
Kong's biggest companies, 
Hutchison Whampoa and 
Sun Hung Kai Properties. 

The move, which follows 
the agency's downgrade of 
financial ratings for Hong 
Kong and China last week, 
was played down by the 
companies. But one politi- 
cian surd business leader 


criticised Moody’s, saying it 
bad lost so much credibility 
that little attention was paid 
to its views. 

Hutchison Whampoa, the 
Hong Kong conglomerate 
controlled by Li Ka-shing, 
the tycoon, said the change 
In its long-term foreign cur- 
rency outlook from stable to 
negative was simply in line 
with that for the sovereign. 

“We are comfortable that 
the revision is purely conse- 
quential on the agency's 
recent revision of its outlook 


for the Hong Kong special 
administrative region and 
does not reflect any adverse 
change in Hutchison's own 
credit fundamentals," the 
company said. 

Both Hu tchis on and Sun 
Hung Kai Properties pointed 
to their strengths, including 
stroDg balance sheets and 
liquidity. 

“The group has long main- 
tained a conservative finan- 
cial policy and low levels of 
debt The change in SHXP’s 
rating will not affect tbe 


group’s operations." Sun 
Hung Kai said. 

But Henry Tang, a mem- 
ber of the advisory cabinet 
to Tung Chee-hwa, Hong 
Kong’s leader, said Moody's 
had lost credibility in the 
way it failed to separate 
Hong Kong from China in 
assi gning ratings to the ter- 
ritory, adding that “we just 
don't pay any attention to 
them any more." 

The ratings agencies have 
been widely criticised for 
being reactive rather than 


forward-looking during the 
Asian crisis, and Hong Kong 
has tended to shrug off then- 
recent pronouncements. 

Last Friday, when Hong 
Kong's short-term credit 
ratings were cut from 
Prime-2 to Prime-1 and the 
outlook for long-term foreign 
currency ceilings for bonds 
and bank deposits was 
reduced, the stock market's 
benchmark Hang Seng index 
closed slightly higher and 
money market interest rates 
remained broadly fiat. 


Toshiba plans 
new chip plant 


Yasuda lin k prompts 
cut in Fuji Bank rating 


By MTchiyo Nakamoto 

Toshiba, one of Japan’s 
leading producers of semi- 
conductors. is spending 
YlObn ($78ml on setting up a 
new assembly plant in Japan 
to meet growing demand for 
advanced memory chips. 

Production of semiconduc- 
tor memory chips, which has 
been carried out at two 
plants in Japan, will be con- 
centrated at Toshiba’s facili- 
ties in the Mie prefecture in 
central Japan. 

As a result of the shift and 
the new assembly plant, 
Toshiba will be able to 
increase production of 
advanced 64-bit dynamic 
random access memory 
chips from 250.000 this 
month to 8m by the end of 
the year and 10m by March 
next year. 

The fourfold increase in 
output of 64-megabit D-Rams 
comes as Toshiba shifts pro- 
duction away from current 
generation 16-megabit 
D-Rams. 

Toshiba has informed 


customers that it will quit 
producing 16-megabit 
D-Rams by the end of March 
1999. 

The shift is part of a trend 
among Japanese semicon- 
ductor makers which reflects 
the plunge in 16-megabit 
prices. 

Japanese semiconductor 
makers, which are depen- 
dent on D-Raxns for a consid- 
erable proportion of their 
sales, have been forced to 
revise their profits forecasts 
as a result of the collapse in 
prices. 

• Toshiba has invested an 
initial S40xn to start produ- 
cing personal computer mon- 
itors in the US for sale to US 
computer makers. 

The company already 
produces colour display- 
tubes for televisions in the 
US. but this will be the the 
first time that it has 
manufactured PC monitors. 

It will start making 17-inch 
mini-neck colour display- 
tubes and standard neck 
colour display tubes 
from August, it said. 


By Gillian Tett 
in Tokyo 

Moody's, the US credit 
rating agency, yesterday 
downgraded the debt of Fuji 
Bank, one of Japan's largest, 
amid new fears abont its 
capital strength. 

The move is likely to 
renew pressure on Fuji, 
which saw its share price 
slide late last year after the 
collapse of Yamaichi Securi- 
ties, a former ally. 

The downgrade, 
announced shortly before 
the stock market closed in 
Tokyo yesterday, triggered 
heavy selling of Fuji's 
shares. The stock fell Y39 to 
close at Y880. 

The decision by Moody's 
leaves the bank’s financial 
strength at A3, compared 
with its previous level of Al. 
Although this is well above 
“junk bond" status, tbe rat- 
ing change comes at a sensi- 
tive time for the bank, which 
has been fighting to con- 
vince the markets that it has 
a strong financial future in 
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spite of lingering problems 
at some of its business allies. 

Moody's blamed the down- 
grade In part on the bank's 
recent decision to participate 
in a rescue of Yasuda Trust, 
another ally of the 'Tuyo" 
corporate group based 
around Fuji 

Fuji announced earlier 
this month it would contrib- 
ute about half of a YiOObn 
( 5782m > capital injection into 
Yasuda Trust, which holds 


large levels of bad loans. 
Fuji is expected to absorb 
the group into a holding 
company structure. 

“Yasuda Trust, in Moody's 
opinion, has very substantial 
levels of impaired assets and 
limited earnings power,” the 
agency said, adding that it 
would keep Fuji's rating out- 
look on negative because of 
its links with Yasuda. "The 
strategic rationale for these 
steps is not compelling, 
given the possibly contin- 
gent risks associated with 
Yasuda Trust” 

Moody's said its move had 
also been triggered by the 
recent announcement that 
Fqji planned to sell part of 
its stake in Heller Financial, 
its US subsidiary. 

Fuji said the downgrade 
was “regrettable" and 
insisted Yasuda Trust had a 
viable future following the 
YiOObn capital increase. 

Moody's is also reviewing 
the ratings for Dai-Ichi Kan- 
gyo Bank and Tokyo Mitsu- 
bishi, currently at Aa2 and 
Al respectively. 


Regent 
Pacific 
buys into 
Korean 
broker 


By Louise Lucas 
in Hong Kong . 

Regent Pacific Group, the 
Hong Kong-listed financial 
services group, has spent 
US$10m to acquire joint con- 
trol of a Korean brokerage - 
the first step of an expan- 
sion drive within Asia. 

The group, which with- 
drew from the Asian fund 
management business two 
years ago, says it is now 
embarking on a “significant 
expansion" of its Aslan, busi- 
ness to capitalise on oppor- 
tunities thrown up by the 
regional financial crisis. 

Peter Everington, execu- 
tive director, said other 
commitments included staff 
recruitment and further 
acquisitions. 

The group is now In nego- 
tiations to acquire a fond 
management business' in 
Hong Kong, and is launch- 
ing distressed asset funds. 

Its first deal sees the com- 
pany acquire 22.3 per cent of 
Daeyu Securities, a medium- 
sized. Korean domestic bro- 
kerage with 18 branches. 

The Lee family, who sold 
tite shares to Regent Pacific, 
will retain an equal holding. 

Mr Everington said the 
acquisition was a good 
investment - he estimated 
its tangible cash value at 
double the current share 
price. 

Bnt he added that the rea- 
son behind the purchase was 
to Inject Regent Pacific’s 
strength into the Korean 
operation. 

"Around the region at the 
moment, being a foreigner 
has turned into something 
magic," he said. 

“You are seen as strong, 
and in many countries 
people are suspicious . of 
their own financial struc- 
ture, for example in Japan.” 
He said Daeyu Securities 
was an excellent platform 
for building funds. 

"One of tiie first things we 
will do is show how strong 
the balance sheet is. We. will 
write off the bad stuff, and 
start to run it on. a more 
Western-style accounting 
basis. ... 

'It is very over -capital- 
ised. Regent Pacific will 
have the management ’ con- 
tract to ran it, and we will 
get out of businesses we see 
as dud, and refocus.” 

Regent Pacific is one .of a 
number of financial services 
groups starting to capitalise 
upon tbe Asian financial cri- 
sis by baying up operations 
in the region. 

Mr Everington said US 
funds were still looking for 
investments in Asia, creat- 
ing opportunities for 
debt-to-equity conversions 
and other restructurixigs. ' 

There are very few 
people who are going to 
have the credibility to man- 
age money on the turn- 
around," be said. 


ASIA-PACIFIC NEWS DIGEST 


Weak ringgit 
hits Telekom 

Telekom Malaysia's net profit fell 2.7 per cent to Ma£3bn 
(US$486. 7m j last year as competition intensified and me 
sharp drop in the value of the Malaysian currency amid 
the Asian economic crisis took its tolL 

The country's main telecommunications provider 
reported yesterday that its foreign exchange losses 
totalled M$225m last year while interest costs amounted 
to M$340m. 

The weak ringgit has been especially hard on compa- 
nies with debt denominated in foreign currency. Teldcom 
said its total loans at the end of last year were M$7.Sbn, oi 
which M$2L2bn was in ringgit and the remainder in US 

dollars. ‘ 

Telekom has been cutting costs at home while increas- 
ingly venturing abroad to offset increased domestic 
competition. _ 

Analysts said the company m i gh t emerge from the cri- 
sis in better shape than its competitors, as the smaller 
groups found it increasingly expensive to import equip- 
ment to build up operations. 

Telekom is optimistic. “The group believes that the eco- 
nomic situation will recover and that there will be ample 
Opportunities for Telekom Malaysia to grow in the domes- 
tic market, which will be augmented by . our overseas 
investment, ” said Mohamed Said Mhhamed Ali, chief 
executive. Sheila McNulty , Kuala Lumpur 

■ CARS 


Toyota takes over Tokyo dealer 

TOyota is to take control of its Tokyo dealer in an attempt 
to boost sagging mIm in the Japanese capital Toyota's 
dealer in Tokyo will become a fully owned subsidiary of 
the carmaker, which owns about 57.7 per cent of the 
company. 

The move is intended to support the Tokyo dealer's 
activities and reflects the fierce competition faced by 
Japan's largest carmaker, particularly in the nation's cap- 
ital. Consumers in Tokyo have been attracted by the 
growing number of foreign cars and new, trendy models 
from rivals such as Honda. 

Toyota’s sales in the Tokyo market were stagnant at 
about 26,750 units last year, compared with 26J235 units 
the year before. Toyota's share of the Tokyo market, at 
3&4 per cent, is lower than its overall share in Japan of 
39.2 per cent Toyota alms to provide the dealer with fur- 
ther funds to support marketing, store relocations and 
facility upgrades to boost its share of the capital's market. 

' Michiyo Nakamoto. Tokyo 

AIRLINES 


PAL sees 4bn pesos loss 

Philippine Airlines expects to lose more than 4bn pesos 
(US$99m) in 1998, compared with earlier expectations of 
breaking even which had hinged on a significant refleet- 
ing and modernisation programme. The airline blames 
the regional economic tuxmofl. • •' 

Jaime Bautista, PAL senior vice-president and chief 
financial officer, proj ected. bigger losses for this year than 
in 1997. PAL reported. a net loss of A7bn pesos for the nine 
months to December 31. It pointed to foreign exchange 
losses and high financing charges. Mr Bautista said: 
“When we made our projections last year, we didn’t antic- 
ipate an economic crisis. We were looking forward to a 
good year " The airline had previously predicted it could 
turn around years of losses to.break even in 1998 and earn 
2bn pesos in 1999. / ' 

PAL had embarked an a-$4bn refleeting programme and 
acquired 36 new aircraft “For now, all projections will 
have to be revised,” Mr Bautista said. Last week it 
announced if would defer until 2003 the delivery of nine 
aircraft - six Boeings and three Airbuses - due in 1999. 
PAL is also terminating from next year its leases an four 
A300-B4s, five B737s and all B747-20QS. PAL had already 
taken delivery of 20 of the 28 Airbuses ordered and will 
take delivery of five more this year. Abby Tan, Manila 

SOUTH KOREA 


Production halts at Hyundai Motor 

Hyundai Motor, of South Korea, said it would stop produc- 
tion until March 6, apart from the Atos and Starex mod- 
els. It blamed the move on sluggish sales a n d rising 
inventories. Hyundai now has 45,000 cars in stock, with 
January sales at about 30,000 units, it said. 

Earlier the Maeil Business Newspaper quoted a Hyun- 
dai employee as saying Hyundai has halted i>roducti on of 
luxury cars such as Grandeur and Dynasty since Febru- 
ary 4 because of the lack of demand, and that it was not 
certain when production would resume. AFX-Asia. Seoul 
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Total Return jz %for Z997 


The total remm to Investor's shareholders for /Q 97 exceeded :h: total index fcr the Stockholm Stock Exchange by 
4 -j, percent. Fcr the bust lO-year period, Investor posted an air.ua: total return of 2 J .4 percent, compared, with the 

total return index for the Stockholm Stock Exchange that amounted to 1 S .6 percent. 


■nvntor AB ,* largra Swedish inchB- 
irlal holding company i; generates value 
fc- Itw -shareholders Ih'cugh Ipi't^-rern, 

active wwie-thrp, active invewnent oper- 
ation) and trading Over the past 25 yeart 
the average total annual return to the 
shareholders has e>-:eedea 20 percent 
investor as owns Saab, 50 percent of Saab 
Automobile and a portfolio ol major hold- 
mgs in a number of Sweden’s larges- most 
international!/ actr-ie industrial rompanies 
These include Astra. Incentive, Scania, 
Ericsson, Atlas Copco. ABB 5TORA. S-E- 
Saoken. 5KS, 5AS, WM dau. OM Grupcen 
and Electrolux. Us largest shareholders are 
the Wallenberg family foundations and a 
number of mutual and pension funds. 

Investor AB e. based in Stockholm, with of- 
fices in Hong Kong, London and flew fork. 

The interim recon w eho be accessed on 
(he Internet 


www. investor.se 


■ The igoT total return for Investors. shareholders amounted to percent, compared wirh an 
average of percent for the Steckhcim Stock Exchange as a whole. 

■ invesror acquired shares ior a total oT SEK t:.;o? million in ABB. S-E-Bankcn. Ericsson. 
Electrolux. Scania and Astra. Shares -.--ere sold for a rotal of SEK 4.141 million in Incentive and 
TV 4 . producing rorai capital gams sf SEK 54:7 million. 

* Investor is looking into the possibilities of broadening the Ownership in Saab AB and to list rhe 
company on the Stockholm Stock Exchange. In conjunction with a possible listing, the primary 
intention is ro distribute purchase rights of shares m Saab AB to Investor's shareholders. 

■ The Group's net income amounted to SEK aoh million. In keeping with what was said in 
December rggr- in connection t»;th the decision made on restructuring of civilian aicraft 
operations in Saab, tbe earn::*;* reflect reserves amounting to SEK 4.100 million, after taxes. 

■ On December ,1. ioqt. the value o' Investor’s main holdings was SEK So.ifSo million. On 
February ro. itjcjS. the value nos SEK millinn.Thc value of rhe main holding appreciated 
bv 14 percent during iqqt. 

■ Investor > net ivonh on December 10^7. was SEK 06409 million. or SEK 44a per share. On 
February 10, i^u* . the net worth was SEK m 4-4^ 7 million, or SEK 474 per share. 

■ The proposed ordinary dividend to shareholders is SEK lo.on • 10.00 ; per share. In addition, a 
dividend of purchase rights of shares :n Siib AB may be proposed. 
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Stock market gains help 
Cathay Life jump 77% 


By Laura Tyson in Taipei 

Net profits at Cathay Life. 
Taiwan’s biggest Insurance 
concern, jumped 77 per cent 
in 1997 from the previous 
year, chiefly because 
of stock market gains and 
the country’s economic 
recovery. 

The company also bene- 
fited from a regulatory 
change in July 1997 allowing 
the sale of life assurance pol- 
icies for Children under the 
age of 14. previously banned 
by the finance ministry. 

Despite its reputation as 
traditional and unexciting, 
Cathay's d ominan t in the 
life assurance sector ensures 
that it will continue to be a 
cash cow for its owner, the 
reclusive Tsai Wan-lin, 
whose worth is reckoned at 
US?7.7bn - putting him 
among Asia's richest men. 

The company posted net 
profits of TSi8.5bn 
(US$563m) on sales of 
TS278.4bn last year, slightly 
above expectations. In 1996, 


Cathay reported net profits 
of T8i0.4bn on revenues of 
TS243.2bn. 

The board of directors 
plans to issue a dividend of 
TS4.5 a share for 1997. The 
dividend will include TS2.5 
in cash and a stock dividend 
or bonus issue of T$2, with 
the company handing out 
200 shares for every 1,000 
shares held. 

The dividend needs final 
approval by shareholders at 
a meeting scheduled for 
April 23. 

Cathay reaped some 65 per 
cent of its net profits last 
year from Taiwan's stock 
market rally, but analysts 
cautioned that the company 
keeps hidden reserves to 
smooth out results. 

However, the comp any ^ 
core life business has seen 
its market share fall from, 
nearly so per cent a few 
years ago to 37 per cent of 
existing total premiums last 
year. Less nimble and inno- 
vative than its smaller and 
more aggressive competitors. 


Cathay’s share of new busi- 
ness is 28 per cent 

life assurance policies for 
children have proved to be 
popular for their tax benefits 
and as an investment. More 
than 2m policies have been 
sold and Total market size is 
estimated at 5m. 

Earnings growth should 
continue to be strong this 
year and next because of ris- 
ing interest rates, although 
stock market gains may be 
lower than in 1997. The only 
uncertainty facing the com- 
pany Is that St must comply 
with recent employment 
laws by April, forcing it to 
set aside funds for pensions 
and overtime. 

Taiwan’s life assurance 
market will see steady pre- 
mium growth at between 10 
per cent and 15 per r?nt a 
year for some time, analysts 
said. At 80 per cent, the mar- 
ket penetration rate — calcu- 
lated by dividing total preml- 
nms by population - is low 
against Japan at 450 per cent 
and the US at 140 per cent 


ANZ cuts workforce by 1,700 


ANZ Banking Group, one of 
Australia's big four banks, is 
to cut its workforce by 1.700 
under a project to moke 
branches more efficient, 
AFX-Asia reports from 
Sydney. In the 1996-97 finan- 
cial year, ANZ cut its Aus- 
tralian workforce from 23.727 
to 21.113, a reduction of ll 
per cent. 

The project “will allow 


ANZ. customers to enjoy the 
benefits of more efficient ser- 
vice levels across the range 
of branch services, including 
telling ” said ANZ. 

“A key aim of the project 
Is to provide a sales focus 
and culture in branches, 
enabling staff to build a 
greater knowledge of pro- 
cesses and procedures.” 

Brokers said the plan was 


likely to lead to significant 
cost reductions and, higher 
efficiency. “Ifs very ‘positive 
from an efficiency point of 
view,” said Hamish Dee, a 
dealer with Henderson 
Charlton Jones. 

ANZ said natural 1 attrition 
would - be used as muchas 
possible in the programme. 

It did not give a Hrngfrairie ■ 
for the cuts. . 
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COMPA NIES AND FINANCE 

CF plans Yuksi 

hits back 

*nts issue at Dart 


for GIG bid s rou P 


By Andrew Jack in Paris 


Credit Commercial . .'de 
France. . the French bank. 
Plane a rights issue to help 
fund the purchase, of CIC, 
the; state-owned regional* 
hank.. If its bid proves suo 
cessfuL 

Charles, de Croisset, CCF 
chairman, said yesterday 
that the board - withsup- 
port from its largest share- 
holders - had approve the 
principle of a “moderate" 
increase in capital. 

He stressed that if his 
bank’s ; bid were accepted by 
the French state, the acquisi- 
tion of CIC would have a 
positive effect on the com- 
bined group's performance " 
from 1998. 

The details emerged as 
Moody’s, the credit rating - 
agency, warned yesterday of 
the risk of a downgrade for 
any purchaser of CIC, stress- 
ing that its “modest" perfor- 
mance could put pressure on 
profits and its costs affect 
the “financial flexfoflity" of 
the acquirer. 

Moody’s added that integ- 
rating CIC would provide a 
“very serious challenge” for 
any new owner because of 
the bank’s decentralised 
structure, the need to main- 
tain commercial insurance 
links with GAN. Its state- 
owned parent, ,aind the 
French government’s con- ’ 
cem that any restructuring 
should not involve signifi- 
cant job losses. i 

The alert emerged the day i 
after bids closed in the prlva- 3 
tisation process for CIC, with j 


five candidates submitting 
offers out of the seven which 
e had examined confidential 

* fin ancial information bn the 
p bank in the last few weeks. 

■» Credit Mutuel, another 
1 Candidate, said that its bid 

* was based on the need to 
, Position itself for the pro- 
f posed, single European 
t currency.. 

Alongside CCF. the. other 
■ bidders are Society Generate, 

( Banque Natlonale de Paris 
and ABN-Amro. A decision 
is expected by .the end of 
March. 

Mr de Croisset argued that 
CCF's bid would create a 
top-ranlring bank With little 
overlap. Others have argued 
that the purchase of CIC 
would also 'act as’ a “poison 
Pill*’, reducing the attractive- 
' ness qf CCF itself as a take- 
over target. ' 

CCF executives are 
believed to be considering 
the issue of preference 
shares as one of a number of 
ways of raising additional 
capital to help fond the CIC 
purchase. 

Other French banks, 
including Socittfi Generate, 
have already launched such 
issues in - the last few 
months. 

CCF’s 1997 anrinai results 
published yesterday showed 
net income up 17 per cent to 
FFrLSbn ($265m), on reve- : 
nues up. 13 per cent , to j 
FFtlOUbn. 3 

It raised the level of provt i 
sums, to FFr919m. up 23 per i 
cent on 1996. That included a i 
FF t230m charge against the j 
Asian crisis. 


By Robert Corzine 
in London and Chrystia 
Freeland in Moscow 


Euro Lloyd chain 
sold to Kuoni 


German airline group 
Lufthansa and Karstadt, the 
German retailer, yesterday 
agreed to sell Euro Lloyd, 
one of Germany’s biggest 
travel agency uhain.y to- 
Kuoni, the international 
travel and tour operator,- 
writes Graham Bowley in 
Frankfort . 

The sale is the latest move, 
in the restructuring of the 
German travel industry. It 
follows the sale by Luft- 
hansa of its stake in Hapag- . 
Lloyd and the DER travel 
agency chain. . , 
Lufthansa and Karstadt 
have already joined forces 
by merging Lufthansa's 
charter airline Condor with 
NUR. Kartstadt’s tour oper- 
ating business. 

They are forming' a 


so-called “yellow” alliance to 
'.take: on the rival travel 
empire being, built up. 
■ ' around Preussag. the indus- 
- trial conglomerate, which 
took over HapSgUoyd last 
year. : * . 

The Euro Lloyd sale price 
was not disclosed, but ana- 
lysts said earlier reports had 
put the company's value at 
about DMIOOm (*55.6m). 

. Euro Lloyd, which is 
strong in the corporate 
travel market, employs 
abont 900 and in 1996 had 
revenues of DMl.07bn. The 
sate still has to be agreed by 
Lufthansa shareholders. 

Kuoni, which is Swiss- 
based, agreed to buy the 49 
per cent Euro Lloyd -stake 
held by Lufthansa and the 51 
pm 1 .cent owned, by Karstadt. 


lal Yuksi, Russia's largest oil 
the company, has vowed to 
®- rebuff what ft views as 

ier “greenmail" attempts by 
bid Ken Dart, the DS plastics 

tO wag wa tft 

ro- Eugene Sbvidler, Yuksi 's 
an chier financial officer, 

the company “will not give I 
ier in to racketeers", who he 
le, claimed were seeking prefer- 
is ential treatment. j 

on - Mr Dart, a minority share- J 
of holder in several of Ynksf’s I 
prod action subsidiaries. h»s 
at' led a campaign a gatr^ the I 
a company, which he says has 
le transferred all the value out I 
of the subsidiaries. 

C Yuksi was recently pun- I 
,n ished by the Federal Securi- 
e- rties Commission, Russia’s I 
e- stock market watchdog, for 
“itofreating minority inves- I 
e tors. Last week It I 
g announced the creation of 
e an International board of] 
if western consultants and ] 
d bankers to create a “char- 
^ -ter” to ensure it does not 
violate shareholder rights, 
i. “We will explain more ] 

’• quickly and clearly the cor- 
i porate governance issues.” 
r Mr Shvidler said. But Mr 
Dart “cant stimulate us to 
s take him out”. ! 

1 . Yuksi is .talking to other 
> minority shareholders. 

- including western hedge 
) funds. But overtures to Mr 

Dart’s group had been 

- rebuffed. “He's not answer- | 

‘ tng our calls . . . and he 

refuses to say what his 
potential losses are." 

Walter BJeman, a lawyer 
for Dart Management, hit 
back, saying “ft is simply 
not true” that the DS group 
was refusing to communl- f 
cate with Yuksi. But he 
declined to specify the j 

extent of Dart's interests in j 

the company or its potential i 
losses. “It is not relevant," 1 
said Mr Riernan, who added 
that Dart was “happy to 
look at any proposal" put 
forward by Yuksi. J 

Yuksi said there was little I 
value in Russia for erode oil [ 
produced at the wellhead, : i 
the level at which the 

minority shareholders have 
invested. It claims value is 
crea ted by the integrated 
group when it exports the 
oilor moves it to a domestic 
refinery and into a distribu- 
tion system. 

“We need to communicate 
better," said Mr Shvidler. 

“But give us some 
time - . . Mr Dart Is asking ] 
us to do something that is 
not in the long-term inter- ] 
ests of the company.” 

He added Yuksi was in I 

talks with five potential |R 

international oil partners. I 


Polish groups find 


in 


I he recent creation of 
the largest textiles 
group in .central 


have been given to manage”. 

Under the MET, the 15 
funds .were given strategic 


Europe sends a signal to - stakes in about 500 state 
Poland's fragmented Indus- enterprises two years ago. 


trial producers that consoli- 
dation is a way of teeing- the 
competitive challenge .from 
the European Union and far- 
ther afield. 

The group is built around 
Pro chnflc, a' Polish garment - 
manufacturer in the indus- 
trial centre of Lodz, and was 
handled by the Piast invest- 
ment fund, one of 15 set np 
under Poland's mass privati- 
sation programme (MPP). 

It has been 'closely fol-. 
lowed by Hetman, another 
MPP fund which grouped 
Grajewo and Prospan, two 
local chipboard manufactur- 
ers. Like Piast, the Hetman 
fund wants to centralise 
marketing, investment and . 
purchasing activities.. 

Hetman, which . owns stra- 
tegic shares in both plants, 
made the move to 1 defend its 
position against Kaindl, a 
family-owned . Austrian 
group which lias won con- 
trol of most of Poland’s 
remaining chipboard produc- 
tion capacity. 

The threat from Kaindl is 
all the more pressing as it is ! 
building a DMIGOm fJSS^m) 1 
chip board factory with * 
600,000 cu m annual capacity J 
at a special enterprise zone 1 
in Mielec, south-east Poland, 
which gives corporate tax 1 
breaks for np to 20 years. i 
"We’re the first to do this," t 
says Christopher Mikutekl, a i 
graduate of the Insead bust- c 
ness school in Versailles, r 
who managed Benetton’s I 
central European operations o 
before moving to head Piast n 
“But the other investment o 
funds will soon follow us tl 


Shares in. the funds were 
later distributed to the wider 
population and the funds 
were listed on the . Warsaw 
Stock Exchange.' where their 
prices languish at heavy dis- 


The move has 
propelled 
Prochnik fr om 
being one of 
Poland’s smaller 
listed companies 
to the largest 
textile producer 
in terms of sales 


counts to book value. 

Some companies in the 
lyhwrip have been floated on 
the’ bourse by the funds 
listed, while others have 
found strategic investors. 
The majority of the former 
state coimpscntes remain on 
the funds' books. 

Mr MflcnlffUri ex plains that 
Piast’s move recognises that 
many of these companies 
were merely production 
units and there was no point 
developing management and 
marketing functions. Rather, 

Piast decided to buy control 
of Prochnik, an ailing coats 
manufacturer already listed 
on the Warsaw bourse, and 
then used the company to 


and Hetman, and begin , take control, of six of the tax- 
grouping the companies they tile producers in the fund’s 


.portfolio. The producers 
> brought under this umbrella 
: make everything from krrit- 
• wear to net curtains. 

The move has propelled. 
! Prochnik from being one of 
Poland's smaller listed cum- 
1 panies to tbe largest textile 
r producer by sales. Manage- 
ment and marketing will be 
concentrated in Lodz, where 
the group will be able to 
capitalise on the strong 
brand. 

The Piast fund has, at a 
stroke, turned non-tradeable 
stocks in its portfolio into 
- liquid assets quoted on the 
bourse. -At the same . time, ' 
other funds in the MPP were 
able to trade their minority 
stakes, in the six Piast textile 
producers for Prochnik 
stock. 

For its part. Hetman 
floate d the Grajewo chip- 
board plant last year. The 
fund later bought a control- 
ling share in Prospan, based 
in the western dty of Wieru- 
szow, from the treasury. 

Both plants, which were 
built in the 1970s as part of 
an Investment drive 
designed to provide furni- 
ture far the then communist 
government’s housing pro- 
gramme. are to-be integrated 
in a joint group. 

Grajewo and Praspan last 
year , had combined capacity 
of, 700,000 cum. Like Piast 
and Prochnik in textiles, 
Hetman has little choice but 
to consolidate if it is to 
preserve market share. 
Already, the Kaindl family 
owns two plants in Poland 
turning out 790,000 CU m, and 
its Mielec facility will have 
annual capacity of 
600,000 cu m. 

Christopher 

Bobinski 


Listening to You, Building Tomorrow — Matsushita Electric ~ 

One very good reason 
to think twice 

when cheesing a notebook PC. 

Matsushita Electric may not be the biggest name in computers, but our Panasonic brand has 
come to stand for the ultimate in advanced electronics products. That means, when we set 
out to create a virtually indestructible notebook PC, we had a global R&D network, 
comprehensive production capacity and solid track record of innovation to rely on. 

The result of this synthesis of cutting-edge technology and unrivalled experience is the 
CF-25-an invaluable business tool that's built for punishment. Boasting a magnesium 
alloy cabinet and durable internal construction, it can stand up to shocks, vibration, 
dust and water that would send other notebook PCs spinning. 

Packed inside its tough body is an array of features that proves particularly vita! 
in the field, like a 166MHz Pentium* Processor with MMX' technology, a brighter, 
anti-glare LCD and a lithium-ion battery that provides up to eight hours of power.' 

So if you're in the market for a ruggedized notebook PC, take a second look at Panasonic. 
We're just asking for abuse. 

iW iKwd bow, 



CF -25 

RUGGEDIZED 
NOTEBOOK PC 


Matsushita Electric 

Panasonfc/Techmcs 
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Price-fixing fears depress SGL Carbon 


By Graham Bowtey In 
Frankfurt and Mark Suzman 
In Washington 

Shares in SGL Carbon, the 
world's leading carbon and 
graphites group, fell by 
around a fifth yesterday over 
fears that the German group 
might be implicated in a 
price-fixing scandal Ln the 
graphite electrode industry. 

One of SGL's main rivals, 
Showa Denko Carbon, the 
US subsidiary of Japanese 
group Showa Financing, 
pleaded guilty on Monday to 


anti-competitive practices 
and agreed to co-operate 
with investigations by US 
authorities. 

The US Justice Depart- 
ment, which imposed a S2Sm 
fine on Showa. said the 
charges were part of a wider 
investigation into price- 
fixing and said more prose- 
cutions could follow. 

The charges raised specu- 
lation that investigations 
would now focus on SGL 

Carbon, one of the market 

leaders, which has been 

under Investigation with 


other companies by US and 
European anti-trust authori- 
ties since last summer. 

SGL Carbon officials 
refused to comment an the 
implications for the com- 
pany of the Showa riding. 
“We are assessing the situa- 
tion. There is nothing we 
can add,” a spokesman for 
the Wiesbaden-based com- 
pany said- 

SGL Carbon shares fell by 
more than DM50 or 21 per 
cent, before recovering to 

dose at DM199.5. down more 
than 16 per cent. 


Last June investigators in 
Germany and the US 
searched and removed docu- 
ments from SGL Carbon 
nffirgg in Germany and in 
North Carolina in the US- 
Other manufacturers, such 
as the Pittsburg-based Car- 
bide/Graphite Group and 
UCAR International of Con- 
necticut. have also been 
drawn into the probe. 

SGL Carbon bas main- 
tained that no specific alle- 
gations have been made 
against it. The European 
Commission said yesterday 


it would continue its own 
investigations into allega- 
tions of price-fixing. 

SGL Carbon has enjoyed 
tremendous success since it 
was spun off from Hoecbst, 
the German chemicals and 
pharmaceuticals group, ear- 
lier this decade. SGL’s 
shares have risen sharply 
since its initial public offer- 
ing in 1995. 

Chief executive Robert 
Koehler has pushed to make 
the company more global. 
Last year it had sales of 
DM2.ibn ($i.i7bn) and an 


operating profit of DM37®m. 
It is one of the few German 
companies to publish 
accounts according to US 
GAAP. . 

The US Justice . Depart- 
ment ruled that Showa 
Denko Carbon had fixed 
prices and allocated market 
share for graphite electrodes 
in tiie US flTid other coun- 
tries between 1993 and 1997. 

In the US alone, the mar- 
ket for graphite electrodes - 
which are used In the steel 
industry - was worth 
approximately SSOOm in 1996. 


Peregrine staff] Telefonica tries for US pact 
taken on by 
Santander 


By Clay Harris, 

Banldng Correspondent 

Grupo Santander yesterday 
underlined its ambition to 
become the European bank 
with the broadest reach in 
emerging market equities, 
with an opportunistic Asian 
expansion. 

The Spanish banking 
group has taken 130 staff 
from Peregrine, the Hong 
Kong-based investment bank 
which collapsed last year. 
Santander is paying an 
undisclosed amount in the 
transaction, which includes 
Peregrine's London, New 
York and Singapore offices 
and staff from Hong Kong. 

The operations taken over 
achieved a pre-tax profit of 
$60m last year, according to 
Andrew Jamieson. Peregrine 
Securities chief executive, 
who bas joined Santander 
Investment as head of Aslan 
equities. 

Santander's deal coincided 
with HSBC Investment 
Banking's closure of its New 
York-based Latin American 
equities operation and 
reorganisation in Brazil and 
Argentina. 

The moves reflect a con- 
tinuing shake-up in emerg- 
ing market securities, not 
limited to countries directly 
affected by the Asian crisis. 
ING Barings, a bank with a 


highly rated Latin American 
operation, recently cut 200 
jobs in the region. 

“I will not be modest," 
Josfi Antonio Diaz, San- 
tander Investment's global 
head of equities, said yester- 
day. “One of the major rea- 
sons our competition is pull- 
ing out of Latin America is 
our model. They cannot 
compete.” 

Santander has combined 
local banking operations in 
seven Latin American coun- 
tries with an international 
equities distribution net- 
work- It hopes to repeat the 
pattern in Asia and emerg- 
ing European markets. 

Santander had decided to 
expand in Asia before the 
crisis. “We always saw Asia 
as such a big animal that we 
couldn’t digest it." Mr Diaz 
said, but Peregrine’s prob- 
lems gave Santander its 
chance. The deal does not 
include Peregrine's fixed-in- 
come or derivatives 
operations, which have not 
found a buyer. 

The HSBC cuts will 
involve the loss of 25 jobs in 
New York, after seven in 
London earlier thte month. 
Local staff in Brazil and 
Argentina will join Banco 
Bamerindus and Banco 
Roberts. HSBC's respective 
local retail banking subsid- 
iaries. 


By David White in Madrid 
and Alan Cane in London 


J uan Villalonga, chairman of 
Spain's TelefQnica, is expec- 
ted to seek board approval 
today to negotiate an alli- 
ance with World Com-MCI of 
the US, to salvage something 
from the three-way deal 
agreed last year with MCI 
and British Telecom. 

Mr Villalonga went to the 
US earlier this month to 
explore an alliance with 
WorldCom. However, it is 
understood he returned 
without firm commitments. 

At the same time, the 
Spanish company's co-opera- 
tion plans with BT seem set 
to be abandoned, with the 
UK group gearing itself to 
compete with Telefonica 
head-on ln the Spanish mar- 
ket Analysts say “distant" 
discussions are continuing 
but that BT is determined 
not to pursue an alliance. 

Given the uncertainties 
over any potential aninnrv> 1 
it is unlikely a final decision 
will be reached at today's 
meeting. The three-way plan 
was scuppered last autumn 
when WorldCom launched 
its bid for MCI. blocking 
BT's plans to join forces 
with the US long-distance 
operator. 

Under plans agreed in 
April, BT was to have 
bought Pta65bn (S426.5m) 
worth of TelefOnica shares, 
equivalent at the time to a 2 
per cent stake, and Telefon- 
ica was to have spent the 
same amount to take a 1 per 
cent holding in BT. The 
cross-shareholding deal has 



Juan Villalonga: keen to salvage something of last year's 


W i U) A w rcre) 


not been carried out. 

Analysts t hink BT is 
unlikely to bid for Spam’s 
third fixed-line telephone 
licence, in direct competition 
with Telefonica, as the mar- 
ket win be fully liberalised 
later this year. 

A second operator, Retevi- 
sidn. launched its services in 
January. France Telecom, an 
unsuccessful bidder for the 
second licence, is expected to 
be in the r unning for the 
new tender, being staged 
ahead of full liberalisation of 
Spanish telecoms in Decem- 
ber. The new operator will 


be required to invest at least 
PtalOObn over five years. 

BT already holds just 
under 16 per cent of the 
mobile telephone company 
AirteL This is so far the only 
competitor for Teiefdnica in 
mobiles, but a further 
licence is due to be allocated 
in the summer. 

The new deal under dis- 
cussion with WorldCom-MCl 
is based on last year's plans, 
under which Teiefdnica and 
MCI envisaged a joint 
pan-American venture offer- 
ing a range of telecommuni- 
cations services. The Span- 


ish company was also to Join 
MCI as a shareholder in 
Avantel of Mexico. 

The failure of the BT-MCI 
scheme left Teiefdnica ’s alli- 
ance strategy in ruins. As a 
result of the initial agree- 
ment, Mr Villalonga had pul- 
led Teiefdnica out of the 
international Unisource con- 
sortium, allied with AT&T- 

The Spanish group is aim- 
ing at partnerships in Latin 
America, where it has a 
strong presence, and a foot- 
hold in the US. where it 
wants especially to target 
the Hispanic market. . 
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Ares-Serono 
expects boost 
from MS drug 




No. 1 Lira bookrunner in 1997 with 52 issues totalling 
Lire 9,000 bn (US S5.5 bn) and 18% market share 

No. 3 Greek Drachma bookrunner in 1997 

No. 6 South African Rand bookrunner in 1997 

Co-Lead/Co-Manager of 238 Eurobond Issues in 
12 currencies 


IFR AWARDS 



Lira Bond House of tbe Year 
1996-1997 

Lira Bond Issue of tbe Year 
1993-1994-1997 



By WUHam Hall in Geneva 

Sales of Rebif, Ares-Serono’s 
new multiple sclerosis drug, 
could top 3500m a year if the 
Swiss biotech company wins 
US and European approval 
for its new genetically engi- 
neered treatment for the 
disease. 

Rebif is the best known of 
a number of new biotech 
products which Ares-Serono 
hopes will reduce Its depen- 
dance on infertility drugs, 
where it has 70 per cent of 
the global market. 

Ares-Serono yesterday 
reported a 64 per cent jump 
in 1997 net income to $87-8m 
and a 166 per cent surge in 
Rebif sales to $40.6m. 

Rebifs growth was over- 
shadowed by sales of 
Gonal-F. a new genetically 
engineered Infertility drug, 
which jumped 282 per cent, 
to 5116m. 

However, sales of Gonal-F 
are at the expense of Ares- 
Serono’s other infertility 
drugs, such as Pergonal and 
Metrodin. 

Simon M ars hall -Lock yer, 
of NatWest Markets in Zur- 
ich. described the initial 
sales performance of Rebif 
as “incredibly impressive" 
since it was being sold only 
in Italy, Argentina, Brazil 
and Mexico. 

Last week Canada 
approved its use for the 
treatment of relapsing-remit- 
ting multiple sclerosis, the 
most common form of MS, 
and the European Union is 
expected to authorise the 
drug within the next few 
months. 


Ares-Serono expects to 
take the first step towards 
winning US approval for 
Rebif 'by registering it with 
the US Food and Drug 
Administration In the next 

There are 350,000 MS 
patients in the US and 
370,000 in Europe. It is a 
chronic debilitating disease 
of the central nervous sys- 
tem. Rebif is one of a num- 
ber of new drugs which 
delay its progression. 

Given that the new drugs 
can cost as much as $10,000 
per patient a year, the poten- 
tial market is substantial, 
especially if the drugs can be 
extended to patients with 
"secondary-progressive'’ MS. 

Mr Marshal 1-Lockyer 
believes that Ares-Serono's 
sales of Rebif could reach 
SSOOm a year if it can break 
into the US market. 

His optimistic outlook for 
Rebif, Gonal-F and Serostim, 
an anti-Aids drug, underpins 
his estimate that Ares-Seron- 
o*s net profit will treble to 
S268m over the next three 
years. The group’s shares 
have nearly doubled in value 
over the last year. 

However. Mr Ernesto Ber- 
tarelli. chief executive, 
moved to damp expectations, 
describing Ares-Serono’s 
chances at marketing Rebif 
in the US as “50-50". 

The group increased its 
dividend by 50 per cent, to 
SFT7.5 per bearer share. But 
Mr Bertarelli 's cauti ous 
statement, combined with 
profit taking, resulted in a 
6 JS per cent drop in Ares-Ser- 
ono’s shares to SFr2,125. 


EUROPEAN NEWS DIGEST 


Neste advances 
ahead of merger 

Neste, the Finnish oil and, petrochemicals group 


on 


yesteruay snuouiuxa — 

negative impact of falling oil prices and refinery shut- 
downs. Tbe company - which la finalising a merger with 
state power group Lnatran Volina (IVO) - said pre-tax 
ji mffte rose from FM566m to FM98Sm (SlflOm) last year, 
up from FM4S.4bn to FM45.6 b n. 

However, the improvement^ was distorted by Neste’s 
performance in 1996, when it was hit by heavy oil trading 
losses and reverses at Borealis, itsjointly-owued chemi- 
cals group. S enior officiate said it was a creditable perfor- 
mance, particularly as the 1997 figures were achieved 
after a FM25Gm write-off on ofl. stocks and the FM200m 
cost incurred on floe maintenance shutdown of its Porvoo 
refinery near Helsinki. ... 

Operating profits, moreover, .rose from FMl.OShn to 
FML62bn even though the ofl refining and bulk sales divi- 
sion was held back by faffing prices. The company said 
prices far Brent Blend crude oil had fallen from $25 a bar- 
rel to $16 a barrel since January last year, while refining 
remained under pressure. Profits in exploration 
an d production rose from FM459m to FM532m, although 
contributions from the chemicals division tumbled from 
FM332m to FM178m. 

Neste’s balance sheet, meanwhile, will be strengthened 
this year by almost FM4bn following one-off gains on the 
sale of its 50 per cent stake In the Borealis joint venture 
with Statoil of Norway, Timings per share rose last year 
from FM3.14to FM9.26. An increased dividend of FM3. 
against FM2, has been proposed. Neste shares fell FM0.50 
to FM14L5Q. Tim Burt, Stockholm 

m FORESTRY 


Enso defies volatile paper price 

Enso, the Finnish forestry group, yesterday defied volatile 
pricing in the paper industry by reporting a sharp 
increase in foil year profits. The company, one of 
Europe’s largest paper producers, saw pre-tax profits 
jump from FMl.67bn to FM2^9bn ($4i9m) on sales ahead 
from FM2S.7bn to FM29_3bn. 

Although prices for some grades at paper fell during the 
year, Enso's figures were bolstered by maiden contribu- 
tions from E. Holtzman & Cie, the privately-owned Ger- 
man group, in took a majority stake for $36Gm last year. 
Jukka H&mal&. chief executive, said profits had also been 
enhanced by proceeds on the sale of Enso Paperikemia, 


part of the .group's forest chemicals division. 

At the operating level, profits rose from FM2.7lbn to 
FM3.1bn as increased delivery volumes compensated for 
price volatility. Mr namflia . however, said the fourth 
quarter had been hit by economic turmoil in south-east 
Asia, which accounts for about 8 per cent of group sales. 
That was offset by steady growth in Europe and North 
America - where European producers have benefited 
from the p tn m gtb of the US dollar. 

Earnings per share rose from FM4J50 to FM5-87. or from 
FM356 to. FM5.02 including deferred tax previsions. An 
increased dividend of FM2^o has been proposed, against 
FML9Q last time. Enso's most commonly traded R shares 
were up FMDl 50 at FM48. Tim Burt 

M PHARMACEUTICALS '• 


Teva expects improvement 

.•I 1 .-I-’.’ • \ 

Teva. Israel’s leading pharmaceuticals company, said yes- 
terday it expected profitability to improve this year after 
shouldering high marketing costs and one-off charges in 
the fourth quarter. Net income for the fourth quarter last 
year was $2L2Sm. or 34 cents a share, before a one-off 
charge of S2lm. compared with $30 .27m, or 49 cents, over 
the.sa me period the previous year. After the charge, earn- 
ings per share for the quarter fell to 1 cent from 49 cents 
in 1996. 

However, sales and profits for all of 1997 rose, with reve- 
nues up from $853.7m in l996 to Sl.llbn. Net income rose 
from $8&82mto $122.4m, before tbe fourth-quarter charge 
in 1997. In 1996 there was a 514.9m charge. Earnings per 
share were $1.65 compared with $1.20 in 1996. 

Judy Dempsey, Jerusalem 

GERMANY 


Axel Springer ahead 28% 

Axel Springer, the German magazine and newspaper pub- 
lishing group, said net profits rose 28 per cent last year to 
DM210m ($116 -7m). Turnover was 4 per cent higher at 
DM4-6bn. Sh are h olders will again receive a DM20 divi- 
dend. along with a bonus of DM4 to mark the sharply 
improved finan ci al performance. The company, whose 
daily newspaper titles include Die Welt and Bild, the 
tabloid, is in a phase of expansion but has also been 
unsettled internally by a change of top management Jflr- 
gen Richter, who launched new titles and increased profit- 
ability, was recently replaced by August Fischer, a former 
executive with Rupert Murdoch's NewB International. 

This was after Mr Richter had lost the confidence of 

Friede Springer, the main shareholder and widow of the 
group's founder. Andrew Fisher, Frankfurt 

COMPAGNIE BANCAIRE 


Paribas wins 98% of shares 

Paribas, the French banking group, said yesterday it con- 
trolled 98 per cent Df Compagnie Bancaire, the specialist 
fina nci al group, following the takeover it launched in 
November. Compagnie Bancaire said shareholders would 
vote on the p ayment of a dividend 0fFFr3l7m ($52^m) 
and a merger with Paribas at the annual general meeting 
oa M ay lx The group also reported a strong return to 
P^ts in 1997, with net income of FFr2.04bn compared 
with losses of FFr 488m in 1996 after including exceptional 
provisions of FF«L5bn. Andrew Jack, Paris 

SHARE INDICES ' 


Stoxx sees profit by 2000 

Stoxx, the Zurich-based company set up to market a rs 
ofnew European share indices, should be profitable in 
2000 at the latest, one of its leading shareholders fadig 
yesterday. Hie company, with SFrlm ($689m) in capita 
omied in equal proportions by the French, German an 
Sros stockexchanges, and Dow Jones. It will launch ] 
indices on Thursday, and aims to be profitable within 
years through sale of the information to subscribers. 

'■ Andrew J< 
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- COMPANIES AND FINANCE 

Offer values US factory software group at $375m PrOVlSI 1 

Wonderware agrees Siebe bid disnosa 


UK 


By Andrew 

EdgecDffe-Johnson ■ 

Wonderware of the US 
agreed yesterday to a .J3T5m 
bid from Siebe, which will 
expand the engineering: and 
'electronics group’s fast- 
growing control systems 
division. 

The 11-year-old Californian 
group pioneered , the qsq of 
Microsoft Windows software 
applications for automating' 
factories, but specialises in 
serving smaller users than 
Siebe’s Foxboro business. 

The $24 per share offer 
represents a multiple of 68 
times Wonderwarers 1997 
pre-exceptional profits; after 
tax, and is 50 per bent above 
Wonderware's previous trad- 
ing price on Nasdaq. 

Allen Yixrko, Siebe'9 chief 
executive, said that although 
the headline figure might 
look “pricey", it reflected 
Wonderware's rapid growth 
since the. middle of last year, 
when it bundled Us entire 
product line into one pack-, 
age, FactorySuite. 

Wonderware had a turbu- 
lent period in 1996 with the 
departure of its founders and 
heavy development invest- 
ment that put it into the red. 
However, the success of Fac- 
torySuite. meant the group 
made $4.7m of last year’s 


Power 

I t was on Monday Febru- 
ary 16 that Sir Richard 
Sykes, chairman of 
Glaxo Wellcome, came to 
believe that the EllObn 
($l84bn) merger he planned 
with SmithKline Beech am 
was heading for the rocks. 

Two weeks had passed 
since the two companies had 
revealed they were in talks 
to create the world's.fadggest 
pharmaceuticals company. 

Between 70 and 80 Glaxo 
people and almost as many 
from Smi thKlin e were pre- 
paring the way for confirma- 
tion of the merger to early 
March. 

However, many in the 
Glaxo teams were uneasy 
about the deal. Glaxo took 
over Wellcome, its UK rival, 
only three years ago. Glaxo 
had been the dominant part- 
'ner, 1 and' even 1 then’ the 
merger' had been a painful 
experience that included job 
cuts at some Glaxo sites.. .. 

The deal with SmithKline 
was different,: billed by both 
companies as a merger of 
equals. The size difference 
between the two •. was 
reflected largely In the finan- 
cial structure of the deal: 
59.5 per cent to Glaxo ’s 
shareholders and 40-5 per 
cent to SmitbKline's. 

But as the talks prog- 
ressed, Glaxo people began 
to think of themselves as 
much bigger. The company’s 
£8bn sales in 1997 was 
entirely in prescription 
drugs. 

- SmithKline sells non-pre-. 
scriptibn drugs, toothpaste. 


$5 An pre-tax profit in the 
fourth quarter: 

- Siebe plans to r et ain Won-, 
derware’s directors and to 
run it as a separate suhsld-- 
iary. The purchase' price 
includes $22m profits on 
share options. 

Wonderware reported 
turnover . of pqpfrn : in J997 
and had net assets of $S6-5m 
at December 51- Analysts 
said there was scope 'to 
improve its operating mar- 
gins. from the fourth .quar- 
ter's 19.4 per cent 

Mr Yuzko said Siebe could 
save $8m by shari n g admin- 
istrative costs as it already 
■owned a company in Irvine. 
California.' where Wonder- 
ware was based. 

“Profitability could con- 
ceivably explode.? he added, 
as the acquisition would 
broaden each company’s dis- 
tribution network, bring 
Siebe a list of blue-chip cli- 
ents, and allow the pair to 
share costs and technology. 

Siebe had been looking far 
.“clip-on" acquisitions of 
about $i50m in industrial 
equipment, and. had. sig- 
nalled it was bargain-bunt- 
ing in Asia. Mr Yurko said 
yesterday: “We have seen 
nothing in Asia that whet 
our appetite." 

The pace of acquisitions 
would- now slow down, he 



Provisions and 
disposal costs 
hit NatWest 


LEX COMMENT 

Safeway 


MhtoyAstMOO* 

Allen Ynrko has been eyeing Wonderware far two years 


said, as it would have more 
than £lbn 151 .67 bn) net debt 
and 90 per cent pro forma 
gearing. Interest cover 
would remain comfortable at 
6-7 times. 

He added that Siebe had 
been watching Wonderware 
for two years, and had 
planned “to take a hard look 


at it" in early 1999. The 
strength of the fourth-quar- 
ter results forced its hand. 

Siebe's shares rose I2p to 
£1L6S yesterday while Won- 
derware jumped $7% to 23V* - 
its highest level since June 
1996. Siebe was advised by 
Merrill Lynch and Wonder- 
ware by Taylor Rafferty. 


By George Graham 

National Westminster Bank 
yesterday did its best to 
close the door on a disas- 
trous year that saw the 
unravelling of its strategy of 
building a global investment 
bank and dragged its pre-tax 
profits down to £1.01 bn 
i.$i.66bni against 1996’s 
already dismal level of 
£1.12bn. 

Disposing of its equities 
businesses proved costlier 
than disclosed in December. 

1 with pre-tax losses for Nat- 
West Markets, the group's 
investment banking division. 

1 climbing to £706m, including 
a £292m restructuring 
charge. 

Lord Alexander, chairman, 
said that had obscured the 
performance of other busi- 
nesses in which the bank 
had “a really excellent 
underlying franchise". 

Pre-tax profits in Nat- 
West's UK retail and busi- 
ness bank rose 48 per cent to 
£962m. despite heavy invest- 
ments in overhauling its net- 
work. That produced a 
return on equity of 28 per 
cent, compared with 11 per 


cent last year and a 

long-term target of 17.5 per 
cent. But bad debts and 
restructuring costs in the US 
dragged profits at Coutts, 
NatWesfs private banking 
unit, down to £29m <E10&mj, 
and profits from the treasury 
division fell 3 per cent to 
ES-sm. 

NatWest made provisions 
of £17m to cover £59m of 
loans to South Korea. Indon- 
esia and Thailand which 
have already turned sour. It 
set aside another £80m as a 
general provision to cover 
the rest of its £l.45bn expo- 
sure to these countries. 

This offset a 43 per cent 
drop ic UK provisions to 
SISSrm, leaving the group’s 
total charge for bad and 
doubtful debts at £.562 in 
t£549m>. 

Derek Wanless. chief exec- 
utive. said NatWest had 
faced up to the “painful real- 
ities” of its mistakes in the 
international banking arena 
and would concentrate on its 
core UK franchise. 

The shares fell 21p to 

£ 11 . 01 . 

Lex, Page 14 


At least Safeway is not in 

denial. That is the good Safeway 

news from an otherwise Share pnee relative 
gloomy trading Statement, to FTSE Food RetaHera mdex 

Operating profit is set to no 

fail to £375m in 1997-96 

from £430m. with little 100 Jk 

expectation of improve V • 
mem for 1998-99. Under- lH Ju ■ 

standably. the company is 90 Fl L wl» ^ 
trumpeting the improve- \ 

ment in the sales line - so U* *-• 

like-for-like sales running I 

at 3.2 per cent compared to U 

with a measly ii.2 per cent r 

back in November. The big M f 1 ■ 1 ■ it 

challenge, of course, is to i9ea m ss m 97 08 
sustain this trend. Recog- Sam0cs!iemcv 
nition that the problem 

goes deeper than merely dropping the ball last aut umn 
offers some hope. The company has faced up to the fact 
that the faltering sales line has its roots in neglect, over a 
long period, of fundamentals like value, product and ser- 
vice. Belatedly, the company is coming into line with its 
main competitors- The £40m extra investment will help it 
make up lost ground. 

Whether this will guarantee Saleway an independent 
future is less clear. It is not inconceivable: other members 
of the big four - Asda, J Sainsbury, and Tesco - have all 
had a turn at coming from behind. In principle, Safeway 
should be able to do the same. The focus on the “family 
shopper”, coupled with other planned changes, has the 
potential to deliver benefits. 

But clearly the mooted tie-up with Asda. offering some 
£200m annual cost savings, would have been a quicker 
route to unlock value. Without it - and the current 
management only offering jam in 1999 - there should be 
no hurry* to own the shares. 


struggle sink s £110bn drugs empire Shareholders 

Daniel Green charts the boardroom battles between Glaxo Dick UD IIIGCCS 

Wellcome and Smithldine Beecham over the proposed merger ? e ? ds “ sh - Aia ? u * hd . rt - ti5 " ” * 


and soft drinks such as 
Ribena and Lncozade as well 
as prescription drugs. It also 
has a network :af laborato- 
ries working for doctors and 
hospitals , and a lossmaking 
drugs distribution business. 

However, take away all 
but the prescription drugs, 
and SmithKhne’s 1997 sales 
were £4.6bn, just over h*lf 
Glaxo’s -figure. ; ’ 

Why should Glaxo be in a 
merger of equals r in terms 
of the core drug products - 
with a company barely half 
its size, ran the thinking. 

\ As rumblings began to 
drift up towards Sir Richard 
that his manager^ wanted -a 
bigger slice; of the pie, 1 bath 
companies needed to break 
off talks to present their 1997 
annual results. 

SmithKline wanted, to 
include an upbeat statement 
on the progress of "the talks. 
Sir Richard 'vetoed this. He 
agreed only to a brief state- 
ment that a . further 
announcement would be 
made in early March. 

SmithKline staff had little 
Inkling of why Glaxo was 
bring so cautious, but agreed 
to the change. Jan Leschly, 
its chief executive, stuck to 
the. agreed statement at the 
results presentation on Feb- 
ruary 17. 

The next day, as Smith- 
Kline's people resumed the 
merger preparations. Glaxo’s 


board met in London and 
decided that the terms of the 
deal needed to be . renegoti- 
ated to reflect what they saw 
as an imbalance of power. 

The basic terms had 
included . a three-to-two 
board structure. It consisted 
of two SmithKline men, Mr 
Leschly and Jean-Pierre Gar- 
nler, its chief operating offi- 
cer, and three Glaxo people. 
Sir Richard, Robert Ingram, 
the company’s chief execu- 
tive,. and John Coombe, 
finance director. 

But the balance of power 
was more evenly split Sir 
Richard. 55. was pencilled in 
as chairman, with . Mr 
Leschly. 57, as “head of the . 
executive committee", a 
position whose precise pow- 
ers had yet to: be defined. 
The heir apparent was Dr 
Gamier. 50. who has been 
waiting for promotion to the 
top spot at SmithKline for at 
least three years. Mr Ingram. 
55 had been Glaxo’s chief 
executive only since last 
October. 

At Glaxo’s annual results 
presentation on February 19, 
Sir Richard said nothing 
about further statements 
due in March. 

On Friday February 20, Sir 
Richard detonated his bomb: 
the board had to be rede- 
signed to give Glaxo more 
power. 

SmithKline executives 


were stunned. They accused 
him of going back on agreed 
arrangements, but file Glaxo 
chairman was unmoved. 

On Saturday, senior 
SmithKline executives flew 
to Philadelphia. Smith- 
Kline’s US headquarters 
where Mr Leschly is based. 

Over the weekend. Smith- 
Kline executives came to the 
conclusion that Glaxo was 
trying to turn a merger into 
a takeover. 

The SmithKline board 
meeting that followed on 
Sunday February 22 decided 
on a simple course of action 
to solve the problem: four 
top men would meet on Mon- 
day in. central London, in a 
last-ditch attempt to rescue 
the deal. 

The four were Sir Richard, 
Mr Leschly. Sir Soger Hum. 
Glaxo’s non-executive dep- 
uty chairman, and Sir Peter 
Walters, SmithKline’s non- 
executive cftaiTTruin 

The meeting was a failure. 
The problem was not the 
price of the deal, the compa- 
ny’s relative valuations had 
been set by the stock mar- 
ket. Nor was it the possibil- 
ity that the new company 
might sell SmithKline’s con- 
sumer side, its laboratories 
or drugs distribution busi- 
ness. The documents both 
sides were preparing showed 
the whole of SmithKline 
becoming part of the new 


business. Nor had Glaxo’s 
due diligence discovered a 
black hole at the heart of 
SmithKline. 

The problem was what 
Glaxo saw as an unfair bal- 
ance of power and what 
SmithKline saw to be an 
attempt by GLaxo to rule the 
new drugs empire. 

In retrospect, the prepara- 
tion before the announce- 
ment of talks had been too 
hasty. A board structure was 
made public that Glaxo had 
come to regard as a proposal 
and SmithKline as set in 
stone. 

By February 23. that dif- 
ference poisoned the atmo- 
sphere between the. two com- 
panies, and their deal died. 

Before dawn yesterday, 
the damage limitation exer- 
cises had begun. Both com- 
panies plan to issue “for- 
ward looking" statements, 
giving projections the 
merger rules prevented them 
from giving at the time of 
the annual results. But the 
question remains of whether 
either of these companies 
will remain as they are a 
year from now. 

"The logic that brought 
these two companies 
together is still in place." 
said one City pharmaceuti- 
cals analyst yesterday. 
“Industry consolidation will 
continue." 

SmithKline faces the more 


difficult problems in the 
short term. The company 
needs cash. Although debt is 
falling, it bas admitted that 
it does not have the 
resources to exploit fully the 
possibilities being turned up 
by its genetics research 
operations. 

Mr Leschly bas failed to 
complete two mergers. He 
jilted American Home Prod- 
ucts in January after Glaxo 
proposed an even grander 
marriage. These failures 
have corroded one of the 
best management reputa- 
tions in the pharmaceuticals 
industry. 

Mr Leschly. a former pro- 
fessional tennis player, has 
often said that he planned 
another phase in his life 
after SmithKline and before 
retirement He nil] not want 
to bow out at a low point 
and the stock market is pric- 
ing the companies’ shares as 
if a merger will take place. 

Glaxo’s problems seem to 
be less pressing: it is already 
among the world’s top three 
drugs companies. But the 
company has suffered from 
the expiry- of patents on its 
best selling drug. Zantac, an 
ulcer treatment and on Zovi- 
rax. for herpes. 

The trouble with being so 
big is that you have to 
launch more products to 
grow at a given rate. Glaxo 
may have new products 
growing quickly but It is not 
yet clear that it will be 
enough to return it to the 
pre-eminence it enjoyed in 
the 1980s. 


Like parents whose child 
has chosen a perfect part- 
ner, shareholders in Glaxo 
Wellcome and SmithKline 
Beecham have been in a 
fever of excitement over the 
planned wedding between 
the LiK’s two biggest drug 
companies since the merger 
was announced three weeks 
ago, writes Roger Taylor. 

So there was disappoint- 
ment yesterday when the 
unhappy couple said the 
romance was over. With an 
estimated £lbn (S1.67bn) of 
annual cost savings at 
stake, fire public explana- 
tion for the bust-up - an 
inability to agree who gets 
which executive jobs - 
seemed inadequate. 

Some institutions felt 
there must he some undis- 
closed but more compelling 
reason to abandon the deal. 
Most were busy fixing up 
meetings with both compa- 
nies yesterday, anxious to 
talk through the problems. 

Worst hit are those such 
as Mercury Asset Manage- 
ment which have increased 
their holdings in the compa- 
nies. MAM’s stake in Glaxo 
increased from 2.94 per cent 
to 3.18 per cent since the 
start of the month. 

Standard Life, the UK’s 
largest insurance company, 
said it was overweight in 
both stocks but had not 
increased its bolding and 
was no worse off than it was 


three weeks ago. 

Graham Wood, head of UK 
equities at Standard Life, 
said he wanted a good expla- 
nation on why the deal did 
not happen bat was confi- 
dent be would get it. 

"Both these companies 
have strong non-executives 
on the hoards. That makes 
me think there most have 
been a problem of sub- 
stance," he said. 

The non-executives of 
both companies refused to 
talk. The only comment 
from Glaxo was that the 
issue was “red hot" and 
could not be discussed. 

SmithKline said the epi- 
sode was now closed and the 
non-executives would have 
been mad to try to pressure 
the executives into doing a 
deal they were not happy 
with. 

This view is supported by 
Cary Cooper, professor of 
organisational management 
at University of Manchester 
Institute of Science and 
Technology. 

He said that merging com- 
panies tended to overesti- 
mate financial benefits and 
underestimate the impor- 
tance of non-financial fac- 
tors such as management 
style. “The evidence is clear. 
When cultures are not right 
and management is incom- 
patible yon should not go 
ahead with the merger," be 
said. 


Safeway issues 
further warning 


Standard Life in 
mutual fund move 


By Peggy Hoflbigar 

Safeway, the UK’s fourth 
largest food retailer, yester- 
day admitted it would have 
to sacrifice profitability to 
survive as an independent 
company, as it issued its 
third profits, warning in a 
year. 

The group, which con- 
firmed reports in the Finan- 
cial Times last week of dis- 
appointing current trading 
figures, said a nn ua l pre-tax 
pro fit s would fall from last 
year's £430tn to about 
£375m ($626m> tiffs year. 
Moreover,' a £40m invest- 
ment programme in price 
promotions, products and 
the supply chain was likely 
to ieave profits flat in 

1998-99. 


. Colin Smith, chief execu- 
tive, said recent poor trad- 
ing had forced Safeway to 
“face up to the fact that we 
had a margin . structure 
which was untenable in this 

marketplace-” 

Mr Smith said the divi- 
dend would also be frozen 
until Safeway was able to 
demonstrate sustainable 
improvements in - sales 
growth. 

However, sales growth 
had improved since the new 
year to 3-2 per cent over 
seven weds, making a total 
increase for the second half 
of about 1.4 per emit 

The group also announced 
plans to cto 66 or dispose of. 
44 underperforming stores. 

The shares closed 9%p 
down at 355Vxp- 


By Christopher . 

Brown- Humes 

Standard Life, Europe’s 
largest mutual life assurer, 
is to! take on the UK's lead- 
ing fund managers, by set- 
ting up an investment sub- 
sidiary targeting corporate 
pensions and mutual foods. 

The subsidiary. Standard 
Life Investment Manage- 
ment, will be run as a sepa- 
rate company, . and with 
£60bn (SlOObn) under man- 
agement win have twice the 
assets of any. other Scottish 
fond manager. 

Its ambition is to win man- 
dates from third parties mid 
take significant market 
share not only in the UK, 
but in Europe and North 
America. 


Sandy Crombie, chief exec- 
utive of the new unit, said 
the aim was to create a “sub- 
stantial global investment 
operation". 

“We believe the market- 
place will recognise the qual- 
ity of our investment opera- 
tion and that it will present 
serious competition to the 
established UK investment 
houses.” 

Standard Life has built up 
its investment operations 
over the past four years, 
doubling-staff to 440. 

The new subsidiary is part 
of this organic expansion, 
but It also aims to exploit 
the recent imderperformance 
of some rival fund managers. 

The group believes its 
financial strength will 
attract business. 
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Recommended Cash Offers 
by Lazard Brothers Sc Co., Limited 
on behaif of 

Webinvest Limited 

(uieorporateJ in EngLmd) 

a whoily-ovvned subsidiary’ of Investcorp S.A. 
for 

Watmoughs (Holdings) PLC 

Laurd Brothers Be Co_, Limited (“Lazard Brother***) announce* on behalf of Webinvest Limited |*'Webinvest“j. a wholly- owned subsidiary of 
Investcorp 6 -A. ("Investcorp”), that, by means of an otter document dated 24th February, 1998 (the "Offer Document") and by means of this 
advertisement. Lazard Brothers bas made recommended offers (the "Offers’*) on behalf of Webinvest for the whole of the issued and to he issued 
share capital of Watmoughs (Holdings) PLC (“Watmoughs*’). Terms defined rn the Offer Document have the same meanings in this advertisement. 
The Offers, which are subfcvi to the conditions and the further terms set out in the Offer Document, are nude on the foJIvuine Kjsiv: 

Far each Watmnagh* Ordinary Share 54 5 p in cash 

Web invest 's Ordinary Otter values the whole of the issued Ordinary Share capital of Watmoughs at approximately L23S million 

For each Watmoughs Preference Share 12 Op in cash 
Webinvesr’s Preference Offer values the whole of the issued Preference Share capital at £!2 million. 

Together the Offers value the whole of Watmoughs issued share capital at approximately £250 million. 

The full rents and conditions of the Offers I including detail', of how the Offers may be accepted) are set out in the Offer Document and the Forms 
of Acceptance. 

Watmoughs Shareholders who ac c e pt the Ofters may rely only on the Offer Document and the Forms of Acceptance lor all the terms and conditions 
ol the Offers. 

The Offers have, by means of this advertisement, beat extended to all persons to whom the Offer Document may not be despatched and who hold, 
or who am entitled ra have allotted or issued to them. Watmoughs Shares. Such persons are informed that copies of the Offer Document and Forms 
of’ Acceptance are available for collection dunng normal business hours from The Royal Bank of Scotland pic. Registrar’s Department. Neiv Issues 
Section, PO Box 859. Consort House, East Street. Bcdminster, Bristol BS99 IXZ and from The Royal Bank ol Scotland pic. Registrar's Department. 
New issues Section, PO Box 653. 5-10 Great Tower Street. London EC3R 5ER. 

The Offers, which have been made by means of the Offer Document and this advertisement, will he open for acceptance until 3 pan. on I — rh March. 
1998 tor such Later time(s| and/or date(s) as Webinvest. subicct to the rules of the Code, may decide). 

The directors of Watmoughs, who have been so advised hy J- Henry Schroder Sc Co. Limited C’Scbrodtrrs**). have srated that they consider the terms 
of rhe Offers to be fair and reasonable and have unanimously recommended all Watmoughs Shareholders to accept the Often. 

The Offers are not being made directly or indirectly in or imo the United States, Canada. Australia or Japan and accordingly the Offer Document, 
the Forms of Ac cepta nce and any related documents are not being and must not be mailed or otherwise distributed or sent in nr inro. or from, the 
Untied States, Canada. .Australia or Japan. 

This advertisement is not being published or otherwise distributed or sent to. into or horn the United States, Canada, Australia or Japan and persons 
reading this advertisement (including custodians, trustees and nominees) must nor distribute or send this advemsemenr. the Offer Document, or the 
Forms of Acceptance (or any related dqeumenrslsll id, wfo or iroro rhe United Stares. Canada, Australia or Japan nor use, the United States. 
Canadian, Australian or Japanese mails or any such means or instrumentality of interstate or foreign commerce of. or any facilities of a national 
securities exchange of. any of these jurisdictions for any purpose, directly or indirectly, in connection with rhe Offers and doing so will invalidate 
any related purported acceptances of the Offers. 

This advertisement is published on behalf of Webinvesi and has been approved by Laurd Brothers. Laurd Brothers, which is regulated by The 
Securities and Futures Authority Limited, is acting for Webinves and investcorp and no one etc in connection with the Offers and will riot be 
responsible ro anyone other than WebimxM and Investcorp for proriding the protections afforded to customers of Laurd Brothers, or for giving 
advice in relation ra rhe Offers. 

Schraders, which is regulated by The Securities and Futures Authority Limited, is acting for Watmoughs and no one dse in connection with the Offers 
and will not be responsible to anyone other than Watmoughs for providing the protections afforded to customers of Schraders, or for providing 
advice in relation to the Offers. 

The directors of Webinvest in their capacity as directors of Webinvest and members of the management rommince of the Investcorp Croup, Mr. 
Gary S. Long in his copadry as an authorised representative of Investcorp and Air. Nemir A. Kinbr in his capanry as Presidenr and Chief Executive 
Officer of Investcorp accept nspotssibtltfy for the information contained in this advemsemenr and, ra the b«r of their knowledge and belief (haring 
taken all reasonable care to ensure thar such is the case), rhe intormation contained in rhis advertisement is in accordance with the facts and does not 
octuc anything likely to affect the import of such information. 

25th February. 1W»8. 
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INTERNATIONAL CAPITAL MARKETS 


Wave of selling in US Treasuries 


GOVERNMENT BONDS 


By Simon Davies in London 
and John La bate 
in New York 

Government bond markets 
continued to weaken yester- 
day, as Federal Reserve 
chairman Alan Greenspan 
failed to deliver the homily 
on the bull market that had 
been boped for. 

Phyllis Reed, director of 
Barclays Capital, said: 

"Greenspan didn't say any- 
thing' that the market should 
have been too shocked 
about", but US TREA- 
SURIES had discounted a lot 
of good news, and Mr Green- 
span’s Humphrey-Hawkins 
testimony before Congress 
caused a wave of selling. 

By mid-day the 30-year 
Treasury - had fallen fj to 
102$, sending the yield 
sharply higher to 5.959 per 
cent. Among shorter-term 
issues the 10-year note had 
lost g to 98%. yielding 5.849 
per cent, and the two-year 
note was down n to 99?:. 
yielding 5.563 per cent. 


In the day's major eco- 
nomic report the consumer 
price index was shown to be 
unchanged in January after 
a 0.1 per cent rise in Decem- 
ber. Among CPI components, 
energy prices fell 2.4 per cent 
while the core CPI index, 
without rood and energy, 
rose a modest 0.2 per cent 

“The CPI data, while in 
line with expectations, gave 
us nothing new to add to the 
puzzle. 1 * said William Gamba 
of Cowen & Co in New York. 
“I think the market was a 
tittle disappointed that CPI 
didn't show a bit of a 
decline." 

Treasury prices eased 
throughout Mr Greenspan's 
testimony. He spent much of 
his speech on the possible 
effects of the Asian financial 

crisis on US macroeconomic 
fundamentals. 

“The outlook for total 
spending on goods and ser- 
vices produced In the US is 
less assured of late because 
of storm clouds massing 
over the Western Pacific and 
headed our way." Mr Green- 
span said. 


“If. as we suspect, the 
restraint coming from Asia 
is sufficient to bring the 
demand of American labour 
back into line with the 
growth of the working-age 
population desirous of work- 
ing. labour markets will 
remain unusually tight, but 
any intensification of Infla- 
tion should be delayed, very 
gradual, and readily revers- 
ible,” he said. 

It was a balanced speech, 
but its shock waves spread 
across the Atlantic, knock- 
ing European markets, 
which had been trading 
mostly higher. 

GERMAN BUNDS settled 
0.14 lower at 107.47 in Lon- 
don. having spent much of 
the day in positive territory. 

Philip Tyson, bond strate- 
gist at HSBC Markets, said: 
“Bunds were caught up in 
the US crossfire, despite the 
fact that we've seen good 
PPI and regional inflation 
numbers. However, these 
numbers underline the case 
for European bonds." 

Indeed, the yield spread 
between US Treasuries and 


German bunds had widened 
by 7 basis points to 76 points 
by 6pm in London. 

Analysts said there was 
still no sign of inflationary 
pressures to spook the mar- 
ket, but there could be vola- 
tility around Sunday's 
Lower Saxony election. 

David Brown, chief Euro- 
pean economist at Bear 
Stearns, argues: "Those 
looking to squeeze more con- 
vergence out of the market 
over the next few months 
had better watch out for the 
upcoming German election 
in September and In particu- 
lar the prospect of an SPD/ 
Green victory." 

The performance of the 
SPD's Gerhard SchrOder in 
Sunday's election should 
provide a pointer for 
whether political shocks are 
likely. 

UK GILTS continued to 
slide, dragged down by Wall 
Street. The March contract 
settled j£ lower at 122 B, on 
brisk volume of more than 
118.000 contracts. 

“Overseas investors are 
waiting for sterling to depre- 


ciate a little, and they want 
to see a clear peak in inter- 
est rates. But I think there is 
considerable scope for 
investment inflows in the 
second half of the year,“ Ms 
Reed said. 

The spread against bunds 
widened by 2 basis points to 
117 points, in spite of data 
showing a decline in UK 
manufacturing investment 
in the face of strong sterling. 

ITALIAN BTPS moved in 
line with bunds, despite the 
release of disappointing 
regional inflation, data, 
which eased hopes of inter- 
est rate cuts. Some analysts 
are now arguing there will 
be no move on rates unto 
the European monetary 
union Hnp -np is announced 
in May. The March contract 
settled down 0-24 at 118.32. 

• The London International 
Financial Futures and 
Options Exchange has 
announced that it will open 
for trading on May 4, a bank 
holiday, since this is the first 
trading day following the 
decision on the m emb ership 
of Emu. 


Lira Telecom 
Argentina deal 


New international bond issues 


INTERNATIONAL BONDS 


By Samer Jskandar 

Telecom Argentina 
yesterday spiced up an oth- 
erwise dull session, as bor- 
rowers held back in anticipa- 
tion of the Humphrey- 
Hawkins testimony by Alan 
Greenspan, chairman of the 
US Federal Reserve. 

The L350hn Telecom deal 
was a “blow-out”, according 
to officials at Chase in 
Milan, joint lead manager 
with Banca Commerciale 
Italians. The issue was 
quickly sold out, and there 
was “enough demand to jus- 


tify an increase, if the Trea- 
sury market had not moved 
adversely." Chase said. 

"Telecom Argentina is a 
magic name in Italy." said 
one Italian banker, “because 
investors associate it with 
Stet". the Italian telecommu- 
nications company which is 
a large shareholder. 

By the end of trading the 
bonds were bid at 99.75, up 
from the 99-50 re-offer price. 

Chase also said the deal 
achieved exceptionally 
attractive funding for the 
borrower, which swapped 
the proceeds into fixed-rate 
dollars at a final cost of 305 
basis points over US Trea- 
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suries. This is roughly 70 
basis points cheaper than 
the borrowing cost of the 
Republic of Argentina in the 
main European currencies, 
such as euros and D-Marks. 

RANK GROUP, the UK lei- 
sure group, launched £100m 
of 10-year notes, later 
increased to £125m. HSBC 


Markets, joint lead manager 
with J.P. Morgan, said the 
launch had been helped by 
better than expected 1997 
results. The notes tightened 
marginally from their 
launch spread of 125 basis 
points over gilts. 

The dollar sector, which 
saw only one small deal is 


expected to be revived today 
by a $l.5bn issue of five-year 
global bonds from Sony, the 
Japanese consumer electron- 
ics group. 

The deal, jointly led by 
Goldman Sachs. JP. Morgan 
and Merrill Lynch, will be 
priced to yield 57 or 58 basis 
points over Treasuries. 


Philippines 

rating 

outlook 

lowered 

By Edward Luce ' 

Standard & Poor’s yesterday 
altered the Philippines’ sov- 
ereign outlook from stable 
to negative, la spite of the 
country having been less 
badly affected than most of 
its neighbours by the Asian 
financial crisis. 

The agency, which also. 

lowered the country’s 
long-term local currency rat- 
ing from A- to BBB+, 
warned of a full-scale sover- 
eign downgrade If the Phi- 
lippines failed to' improve Its 
fiscal position. S&P said the 
government was expected to 
register its first budget defi- 
cit for five years in 1998. 

The moves also reflected 
“the risk of potential finan- 
cial mismanagement and fis- 
cal slippage in response to 
populist pressures before 
and after the presidential 
elections in May”. 

The decline in the fiscal 
position would also hamper 
the government 1 s -ability to 
absorb costs from the deteri- 
oration of bank and corpo- 
rate balance sheets trig- 
gered by the depreciation of 
the peso. S&P said. The sov- 
ereign rating remains BB+. . 
• The Philippines' National 
Power Corporation has 
signed a USSlSOm bridging 
loan with a syndicate led by 
Citibank, writes Abby Tan 
in Manila. 

The state-owned company, 
said the loan, to be guaran- 
teed by the government, was 
to be used as bridge financ- 
ing for the non-power parts 
of a USSl.l bn dam to be 
built in the northern town 
of San Roque. 

The non-power compo- 
nents, costing US$400m, 
included irrigation, flood 
and water quality control, 
the utility said. 

Citibank was the lead 
underwriter of the loan. 


CAPITAL MARKETS NEWS DIGEST 


Emerging market 
trading soars 

Tr ading in emerging market debt instruments surged by 
12 per cent in 1997 to almost US$6.000bn. partly as a result 
of the heavy sell-off in the fourth quarter in the wake of 
the Asian financial crisis. 

According to a survey to be published by the Emerging 
Markets Traders Association today, trading in emerging 
market eurobonds hit *4i9bn in the fourth quarter of 199/ 
alone - not far short of the volume for 1996 as a whole. 

This suggests the downturn following the global market 
turmoil in October made up a large proportion of the 
record turnover in 1997. However, the lively primary mar- 
ket and spread tightening in the secondary market m the 
first half of 1997 also contributed. 

With $l,800bn alone, Brazil's debt instruments were the 
most frequently traded of all emerging market debt, mak- 
ing up about 30 per cent of turnover. Brazil's C-bond, Its 
most liquid Brady bond, was the most traded instrument 

Nevertheless, the growing popularity of Brady retire- 
ment programmes - swapping collateralised debt for 
straight international bonds - led to an overall decline in 
Brady bond trading by il per cent to just $2,400bn in 1997 
says EMTA. In contrast trading in local market instru- 
ments rose by 18 per cent to $l,8G0bn. 

Debt instruments issued by Argentina. Mexico and Rus- 
sia respectively were the next most frequently traded in 
1997 after Brazil. Aslan debt constituted Just two per cent 
of overall volume. 

However. Joyce Chang, managing director at Merrill 
Lynch in New York, raid this was likely to change dra- 
matically during 1998, with Thailand, South Korea and 
possibly Indonesia expected to undertake large-scale refi- 
nancings of bailout loans from the International Monetary 
Fund. Edward Luce 


ASIAN CRISIS 


S&P sees little impact on US firms 

Recent improvements in risk management will help US 
investment banks weather the impact of the Asian finan- 
cial turmoil, according to Standard & Poor’s, the credit 
rating agency. 

“Trading risk management has improved over the last 
decade [and] liquidity m*' na ff* ,rnpn * has . become more dis- 
ciplined.’’ S&P says in a report published this week. 

In spite of the risk that current market conditions could 
lead to a bear market S&P believes the impact on US 
securities firms is likely to be modest 
“At a minimum. S&P would expect some drag on earn- 
ing s of securities firms operating in the region,” the 
agency says. "“But that drag will not become a ratings 
Issue for the large, well diversified firms:” 

S&P. however, warns of the potentially negative effects 
st emming from a rise in volatility and a decline in liquid- 
ity. owing to the increased inter-linkages between the dif- 
ferent markets and the various financial instruments. 

Samer Iskcmdar 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


&d Bid Day cngWk crig Month Year 


AuttraBa 

04/00 

7JM0 103.7590 

5.11 

♦0.05 

-0.03 

-0.09 

-1.41 


1007 

10XW0 1302106 

5J1 

♦0.10 

+0.01 

-0X3 

-1.69 

Austria 

09/99 

7.000 1043700 

4.04 

_ 

-0.01 

-0.11 

*029 


07/07 

5.62S 1042000 

5.0?. 

*0.01 

*0.05 

-0.16 

-0.45 

B«tgkun 

01/00 

4.000 99.9600 

4/12 

*0.01 

*0.04 

-0X7 

+0.40 


0MJ7 

6250 108.7300 

503 

*0.03 

*0.06 

-0.17 

-0.62 

Canada 

09/99 

4.750 99-5100 

5.08 

+0.02 

*0X3 

*026 

+121 


06/07 

7250 T12.6000 

5.47 

+0.03 

♦0.10 

*0.14 

-0.70 

Denmark 

12/99 

6-000 103,1500 

4.12 

_ 

*0X1 

-0.15 

+025 


11/07 

7.000 113.0500 

525 

*0X1 

+0.03 

-021 

-0X0 

FWand 

0t/B9 

11.000 1062508 

354 

*0.01 

*0X1 

-0.14 

*0.08 


own 

7250 115.1610 

4S« 

*0.01 

-0.02 

-025 

-033 

Branca 

01/00 

4.000 100.0500 

3J7 

*0X3 

*0.05 

-0X3 

+0.41 


1GW 

a. 750 1115100 

4.09 

*0.02 

*0X5 

-0.14 

-0.30 


1007 

5^00 103.8800 

4-90 

*0.02 

+0.05 

-0.16 

-0.43 


1CJ25 

6-000 106.4200 

5.54 

+0X2 

*0X5 

-0.17 

-0.73 

Germany 

09^9 

4.000 1002300 

323 

*0.04 

*0X6 

-0-04 

*0.45 


It/Oi 

7.500 1153700 

4.73 

*0X2 

*0.04 

-0.15 

-038 


07/07 

6X00 107.6800 

4^5 

*OXS 

*0.04 

-o.ie 

-0X3 


07/27 

6.500 113.7100 

5J4 

*0X2 

♦0X5 

-0.19 

-0.80 

ireisnd 

04/99 

6250 101 5300 

4.78 

*0.03 

♦o.ai 

-0.04 

-0.89 


08/06 

6.000 118 0400 

5.19 

*0.01 

+0.0+ 

-023 

-121 

Italy 

OS/TO 

6 000 102.7200 

4.60 

*0.03 

♦0x1 

-0.11 

-1.75 


05/02 

6250 105.1800 

4 87 

*0 02 

+0.02 

•0.14 

-1.79 


07/07 

6.750 110.5700 

520 

*0.03 

*0.04 

-0.13 

-1X0 


11/28 

7250 119.9000 

5.01 

♦0.02 

*0.03 

-0.13 

-2.13 

Japan 

03AW 

5 400 111.6900 

0.64 

_ 

-0X8 

-0.11 

- 


12/02 

4.800 1105300 

124 

- 

-0.08 

-0 16 

-0.50 


09/05 

3.000 109.4400 

1X0 

- 

-0X9 

-020 

-0.75 


09/17 

3X00 107.7700 

220 

*0.01 

-0X8 

-0 18 

-0.M 

NettMwtands 

11/99 

7 500 105 7700 

3.94 

*004 

*0.03 

-OH 

*037 


02/07 

5.750 105 J893 

4S2 

*0.01 

*0 07 

-0.16 

-0X2 

New Zealand 

02/00 

0200 972948 

729 

*0.04 

+0.14 

-023 

-027 


n/06 

extra ioe.2640 

690 

-0 01 

+0X1 

*0.16 

-0.45 

Norway 

01.99 

9.0Hi 1043100 

4.14 

_ 

_ 

-0.17 

*026 


01/07 

0 750 110 7700 

520 

*0.01 

+0 05 

-0.17 

-0.45 

Portugal 

03/99 

8300 1043355 

4.08 

*0 02 

-0.06 

-028 

-1 64 


«/07 

6.625 1103332 

5.16 

*0 02 

*0X1 

-023 

-7.40 

Spain 

07/99 

7 400 1032103 

440 

_ 

*0.15 

*0 06 

-1.07 


03/07 

7 350 H5 6378 

S.15 

*0 03 

*0.03 

-020 

-159 

Sweden 

01.99 

11.000 105.4 560 

429 

-0 03 

-0X5 

-027 

+020 


Cffl/97 

e.WO 1 10.91 M 

5J9 

-0.01 

-0.04 

-027 

-126 

Swttzerland 

03/00 

5 COO 107 3200 

1 24 

*0 93 

*0.08 

-021 

-041 


06/07 

« 500 114 1903 

7.75 

-OU2 

*0.11 

-023 

-0.77 

UK 

08,99 

EVA 99 0W7 

6 63 

♦0 03 

-0.04 

*0X9 

*022 


11.1W 

£.750 10321C9 

6 16 

*0 06 

+0.12 

- 

-0.83 


12/07 

7250 108 7734 

6.05 

*0 06 

*0.14 

-0 01 

id 


0€T1 

8CC0 125.1 700 

5.98 

*0 10 

*0.10 

-0X4 

-135 

US 

:099 

5 625 109 0700 

527 

-0X9 

-0X1 

*0 14 

-028 


Il'tM 

7275 112 9390 

5 £9 

-0 08 

*0 19 

*0.04 

-0.48 


oa ijr 

6.125 1022699 

5 71 

*3 07 

+021 

*003 

-0 68 


08.-37 

6.375 105-5310 

5 97 

-0 03 

*0 14 

-0.04 

-0 69 

ECU 

01t» 

4.000 39.5900 

■1271 

*0 02 

*0 01 

-0.15 

*0.36 


04:07 

S.5C0 103.1200 

505 

*0 01 

*0.03 

-0.13 

-0.91 


London - N»w i'o* mwj-da, Sauna, ineraclvr DataTT WcrmUiori 

Local marlin TSmnarrh innualr**- bom. iWctj Thowi tor Italy ■nc'u&t «o*t vnksay; 
ta* at ’Si per cent payable p* no roredwts 

10 YEAR BENCHMARK SPREADS 


Fab 2+ 

ea 
f- *3 

Smew 

r, 

Bw«= 

Spiucl 
. 7-84*1®+ 


en 

viea 

Screed 

v, 

Bures 

Screes 

Wl 

T-Bores 

Austra&i 

5 81 


*C 16 ROW ZeaUnd 

6.90 

.1 » 

-155 

Austria 

505 

10 

-0 fO flormi 


ire 

-025 

-0*5 

Bebjkj/11 

sea 

.0.08 

-C 63 Penujai 


S 16 

•Oil 

-0 40 

CoitoSi 

541 

-9£I 

-O.lfl Semin 


X1S 

•050 

■4M 


5 25 

-aw 

-0 40 


X39 

■Cxi 

-026 

Finland 

ja; 

-oai 

-0 71 SwwaM 

7 75 

-:je 

-190 


4 sa 

-3 03 

-0 67 UK 


LOS 

.1 iC 

-11^0 

Germany 

425 

- 

-0 70 LS 


&6S 

4J70 

- 

Ireland 

5 19 

*024 

-046 ECU 


6CC 

-C 11 

-049 

haf/ 

5-30 

*0 75 

-OJS SttK, 

mrova-trv* D3U/FT MoFTtfliOn 

Japan 



Urixawi Cto^rtg 

' T4»JW* ClOU« 


fJemerunds 

493 


-Q 73 Anrvjhvrd yielp 

ease. 



EMERGING MARKET BONDS 










Dev's 

Mm'a 

Sped 


Red 


S&P Bid 

Bid 

chge 

chge 

V3 

Fab 24 

date Coupn 

Rasing pnce 

yield 

■/to 

yld 

US 

■ EUROPE 







CrdaM 

02/02 

7.000 

BBB - 953500 

e.4? 

-0 04 

-0.42 

+2 84 

Poland 

07/04 

7.125 

3BB- 1022500 

668 

+0.05 

-0.04 

•l« 

Rueara 

06/07 

10.000 

BB- 91 40M 

11.52 

*0,17 

-0.51 

*5.88 

■ LATIN AMERICA 







Argentine 

WJ’ 

9.750 

BS 902000 

3.93 

*003 

-0 50 

-4.ro 

Brazil 

OS/2? 

10 125 

SB- 35 7500 

10.59 

*0.05 

-0 69 

+4« 

Meaicd 

05/?fi 

11 500 

BB 12CX50C 

9 37 

*0 04 

-0.34 

+3 46 

■ ASIA 








China 

07/06 

7.750 

S3B* 104.1250 

7.07 

*0.02 

-0.13 

* 1.4*1 

Aldipp tries 

10/16 

8.750 

BB- 952500 

929 

+0.10 

-1.00 

+3,52 

Thailand 

cu/or 

7 750 

BBS- 936250 

8.79 

- 

-1-51 

-3.15 

■ AFRICA/M ID PLE EAST 






Lebanon 

07/0 0 

9 JW 

SB- 101.5000 

827 

-0 06 

+0 41 

♦2 84 

Swim Africa 10/06 

8.375 

BS* 932500 

8.00 

+0.07 

-0.10 

*303 

Tuiiiey 

09/07 

10000 

B 992500 

1011 

-0.10 

♦027 

+4.47 

■ BRADY BONDS 







Argentina 

03/23 

5.S00 

SB 75.6300 

930 

-0.01 

-0.37 

+2.43 

Brazil 

04/14 

4.500 

BB- 302500 

9.77 

+0 07 

-0 73 

*4.03 

M4u« 

12/19 

6.250 

BB 04 251X1 

7.76 

+0.W 

-0.13 

*1.95 

Venezuela 

03/20 

0.750 

S* 050800 

8 14 

-0 CM 

-0.18 

+2 32 


BOND FUTURES AND OPTIONS 
Franco 

■ NOTIONAL FRENCH BOND FUTURES (MAT1R FFrtOQJOO 

Open Sett price Change Ffigh Low Est. voL Open inL 
Mar 703.90 103.80 -052 104.18 103.06 12.746 114,454 

Jun 103.36 103.30 -022 103.52 103.34 1,101 18.433 

Sep 103.12 103.06 -022 100.12 103.12 2 

■ LONG TEHM FRBUCH BOND OPTIONS (MAT1F) 

Strike 
Price 
101 
102 

103 

104 
106 


Germany 

■ NOTIONAL OBI MAW BUMP FUTURES (UFFET DM250.000 lOQthe at 100% 

Open Sett pnce Change ttgh Low Esc vol Open inL 
Mar 107.47 107.47 -0.14 707.01 10737 193557 257610 

Jun 106.90 106.91 X.13 107.16 106.84 10905 29338 

■ BUND FUTURES OPTIONS fUFFE) DM250.000 points of 100% 


US CORPORATE BONDS 

Red S&P Bid 

Feb 23 date Coupn Raring price 

■ unurtES ■ " - V 

Pac Befl 07/02 725 AA- 1043488 

NY Tel 06/25 7.00 A+ 90.7931 

OWE - 05/06 8.00 BBS . 110.1119 

FINANCIALS - 



“ CALLS ~ 

— . 



~ PUTS - 

— 

GECC 

05/07 

8.75 AAA 

118.4369 

Mar 

Apr 

Jin 

Mar 

Apr 

Jun 

Bone One 

08/02 

725 A* 

104X217 

3.10 

257 

2^1 

- 

0X6 

0.31 

US West 

01/07 

72O0BB+ 

105-9226 

210 

1.67 

2.02 

. 

0.16 

0X1 





1.12 

089 

1.35 

0.02 

0X7 

0X4 

■ INDUSTRIALS 


.. - ■ 1 - 

025 

037 

0.S3 

0.15 

0X5 

1.31 

WMXTech 

04/99 

625 A- 

100.0860 

0.01 

0.11 

0.« 

0X1 

1.58 

1X3 

Wal Mart 

05/02 

8.75 AA 

1032509 

12X20 Pus i:Ji9. Pibvdus day* open InL Caft BO. 199 Ras 151X18. 

Dayion Hud 

06/21 

9.70 BBB* 

1322794 


Day's Mtti'e Sprt 
Hd chge chge v 
yield, yid yid Govts 

5.96 4022 40.05 40.48 
7.01 40.02 4035 +1.15 
.532. 4034 ..+035; +1.02 

6.10 +0.03 +0.01 '+0.50 
0.06 +031 +0.15 +038 
041 +0.04 -0.14 +0.81 

6.16 +033 40-00 +6.16 


INTERNATIONAL BONDS 


Red 


Pate Coupon Raring 


MM 

'0 
08 
Spam 

FWp Morrtfi 
RrtondfRN 

Austria 

Abbey Nat 
Oed Fonder 02/04 2125 

3Ctf FHN 12/DI 3.750 


S&P 


Bid 

price 


wy». 

Mtft* 

Spread 

Bid chge 

enge 

V 

V« 

. *?, , 

Gams 

+5^,‘.y:*i7' 

r . - 

k 


4X6- +0X1 

-020 

*0.11 

9X4 +0X2 

-023 

*0.17 


.03/04- SXTS. - A 1013400 S.11 +002 .-0.16 +034 

• ' .09/02 3320 AA 1003379 ' 334 +034 -0;12 -0-25 

AAA 1033000 4.71 +033 -0.12 +0.15 

AA 1083700 431 +031 -0.15 +025 

A 1203750 539 +031 -0.16 +033 

AA- 09.7935 4.11 +032 -0.16 -031 


Strike 

Pnce 

Apr 

May 

CALLS 

Jun 

Sep 

Apr 

May 

pure — 
Jun 

Sep 

10660 

0.79 

1 G2 

122 

1.35 

0.38 

0.61 

0.01 

1.54 

10700 

0.49 

0.74 

0.94 

1.12 

0.50 

0.83 

1.03 

1X1 

10750 

□28 

0X1 

070 

0X1 

0.87 

1.10 

129 

2.10 

Esi. vd 

tots. Crib 19C98 Pva 177 ci 

ftwutou s day's open re.. CTOs 1 36216 Puts 1154QE 


■ NOTIONAL GERMAN BUND (BOBU FUTURES 

(DTBI DM2 50.000 iXThs cl 1K>~. 


Mar 

Jul 


Open 
105 49 
10523 


Set: prise Grange 
7G5J2 -010 

135.05 -OH 


Higti 

10539 

10525 


Low 
105 38 
105.00 


Est vd Open m. 
95.290 235.357 
6.789 23370 


■ NOTIONAL GERMAN BOBL FUTURES lUFFEJ" DM250300 lOOths of 100% 


Open 
ICS 51 


SerfWM- Change 
:25 4 ^ -0.1*. 

1GS.T2 -0.11 


High 

105.57 


Low 

105.51 


ESL to I Open ml 
2.606 14 JEM 

430 


Mar 
Jun 

Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

(UFFEi* bra 2CG.n tuCths ;l 1 

Open Se-1 =r>;« Change High Lew Esl vni Open InL 
Ma; 118-3 715.22 -024 110.61 110 IB 57669 102653 

Jun 119.05 117 SO -C21 11820 117.90 7677 38976 

■ ITALIAN GOVT. BOND (BTPJ FUTURES OPTIONS flJFFEl UraMOm vXriScf 100% 


Strike 

Pnca 

11750 
11 BOO 
11850 


CALLS 


PUTS 


Sep 

Jun 

Sep 

1X5 

1.01 

1.45 

1X0 

122 

1 70 

1 37 

1.46 

1.97 


1.12 
058 

ESL vol Wlal Cjll :res Pvss 156" 5. Previous nser *4. Cs2s Z31* Put) -15£H 


Spain 

■ NOTIONAL SPANISH BOND FUTURES P-IEFFj 


Open 

1C8S8 

108.34 


1C3 83 --3 13 

iS8 20 -0.12 


Hi g h 
U» 96 
108.47 


La* 
100 63 
100.41 


Est toj Open rt 
84.802 109225 

2,150 8.685 


Mar 
Jun 

UK 

■ NOTIONAL UK GILT FUTURES 'UFFEI* £53.000 32nds of 100% 

Open S«1 pnce Ch a nge High Lew Est vol Open fDL 
Mar 123-11 1Z2-31 -0-13 t?3-15 122-29 120433 149706 

Jun 107-1*0 1C7-08 -C--.2 107-24 107-06 SUM 64070 . 

■ LONG GILT FUTURES OPTIONS 'UFFEI £50,000 64*3 of 100% 


Stnke 

Pnce 

Apr 

May 

CALLS - 

j>jn 

Apr 

May 

Jun 

107 

0-54 

l-i* 

1-CS 

CCS 

0-59 

1-10 

108 

0-28 

0-45 

7-53 

M2 

1-3 

1-43 

109 

O-11 

0-25 

c-sr 

1-59 

2-09 

2-2i 


PUTS 


Ecu 

■ ecu BOND FUTURES ECU "JO .COG 


Mjr 


US 


EaL vol. Ooer. un. 
48 10.339 


US TREASURY BOND FUTURES .CBT 5100300 32nds Of 100% 


Mar 

Jun 

Sep 


Open 

121-05 

120-23 

120-23 


latest 5 h*sge 
121-11 -G-C9 
121-OC -C-C9 
120-23 *0-03 


High 

121-lfi 

125-07 

120-27 


UNI 

120-31 

120-24 

120-20 


Est uol. open fit 
5H.S56 532.152 
748.729 213,983 
12382 36.885 


ixnocct Poes* * LSS 
Standard A tool's, ratings. 


Save* M »hkii» 4 Baa/FT hripunanon. 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 

lUFFa YIQOm ISQths di 1CC% 

Open Ctese Charge High Low Esl vol Open int 

Mar 130 40 130 40 13027 3715 na 

Jun 129.90 12930 129 75 3126 r* 

' UWE fu*ar«5 also traded en APT. «: Cwr. mtsroa 7 >sk> tee prertjus P». 


■ AGENCIES . 
FHLMC 04/07 

SLMA 03/00 

FNMA 02/10 

FFC8 06/06 


7.14 N/A 1083576 

730 N/A 103.E610 

835 N/A 131-4412 

835 N/A 119.7155 


■ HIGH YIELD ... 

Stone Cort 02/01 9.88 B 101.5000 

AK SO 12/01 9.13 BB- 106.7500 

Paceta 06/04 10.75 B- 99.5000 


Nm York 

Standard & tool's ratnge. Yields — i n r era iual basis. 


IIS INTEREST RATES 


5X6 

+0.02 

+0X5 *028 

BB 

•02/07 7X00 

AAA T12.1D0O 

527 

+0X1 

-0.16 

+0.00 

6X8 

+0X2 

-0.05 +1X2 

ACbey Net 

- 02/02 6X00 

AA 106.4500 

4X7 

*0X2 

-0.13 

+020 

; • .* 

•••/*'. Ml 

■V': 

WetDeisy 

08/00 8.625 

A 107X083 

5.17 

*0X3 

-an 

+0X1 

5X1 

5X7 

+0X4 

+0.01 

V-. ’- <£ . ' . 

BBFRN . 

03/01 5X25 

AAA 100X604 

4X9 

+0X4 

-an 

70X9 

*0.06 +0X1 
*0X6 +0.17 


a? -;i 


0.18 

+aoz 

+0.04 +0X2 

EIB 

12/07 7.625 

AAA 1092537 

6X2 

+0X6 

-0x2 

+022 

5X0 

*0.04 

+005 +0X0 

□resOwrBk 

. 1207 7.780 

AA- 108.1462 

6X6 

+0X5 

_ 

+0.70 



r-. 

BriBun Gas 

03/00 7X25 

A+ 1008910 

7X9 

+0X6 

+0X3 

+040 



.. • -.y.-iV : 

Abbey Net RRN 

02/02 7.713 

AA 100X814 

627 

+0X6 

-0.01 

-0.12 

0.00 

0.00 

- 





. .V. 


0.00 

- 

- 

RR 

ABN Amro 

04AJ7 7230 

06/07 7.125 

AAA 1087900 
AA - 105X043 

5X7 

639 

+0X6 

+0.04 

+0X3 

-0X1 

' +0X3 
+0.76 

c IntyECtivp Data/FT Infofnwtton. 

Ouebee 
CWcorp FRN 

01/07 7X00 
02/04 5X38 

A+ 104X000 
. A+ 98.4000 

640 

6X0 

+0X3 

+001 

+0X2 

-0X5 

+0.78 

+044 


latest Treasury Btts and Bond metis 

One monft - Two year 

Prime rase 8 1 ; Two nxoih - Three year — . 

Bwksrioerrt* 1»» nmraentb &31 Pwtb«__ 

RMUidos 5>2 Sh mcnUi 531 lOynr 


Fed lamb it M wve nUu n Sh Dm year 


UK BONDS 


30-par 


53S 

555 

561 

534 

534 


FTSE Actuaries Govt. Securities 


Price Indices 
uk oats 


Tuo Day's Mon Accrued 
Feb 24 change 94 Feb 23 Merest 


xd adj. 
_VW 


Bayw L-Bk 08/04 B300 AAA 11 9321 3 5.70 +034 +0.11 +0.10 

Toronto 05/04 0JOQ AA+ 1143226 5.72 +0.03 +0.15 +0.13 

Be# Canada 07/98 10325 A+ 1003774 535 +031 +020 +130 

Deutsche B FRN 09/02 5375 AAA 1013476 5j48 +033 +032 -034 

-:»'iwNiphtaATJc-: ' 

World Bank 03/02 5350 AAA 1163390 1.12 . - -0.17 +030 

Spew 03/02 5.750 AA 1183403 1.14 - -0.13 +<JJJ2 

Crad Fonder OOU2 4.7B0 A 1133325 134 - -0.12 +0.72 

WyFRN 07/99 0J97 AA 1003585 031 - -0.12 -035 

Lender P oainp. 3oura: (mwactivn Dota/FT Wcnrarton 

Sandwd A Po»"s radngs. YfaMs Local market atancmd/AmuateM bosh. 


UK Indice 

rf^ yWd- -MetSum coupon yleM -- High coupon yWd> 


1 Up to 5 years (1^ 

2 5-15 years (201 

3 Over 15 years (5| 

4 bnadeemables (4) 

5 AS SUCKS (401 

Index -finked 


11994 

-0.09 

120. OS 

1X8 

1.89 

5 yre 

621 

161.75 

-026 

162.18 

2.79 

1.08 

15 yrs . 

0X1 

19649 

-0.33 

139.14 

2.57 

1.14 

20 yrs 

6X1 

246X9 

-0.47 

247 76 

325 

1X7 

tmxLt 

6.13 

153.96 

-022 

154X0 

247 

1.48 




6.15 

538 

5.96 

B.10 


6.83 

7-33 

7A1 

TAB 


630. 

633 

632 


834 

630 

6-99 


639 

7.33 

738 


633 637 6-94 

6.14 6.11 735 

6.13 BIO 739 


— Inflation 5% — 
Fefa 24 Feb 23 Yh ago 


— Inflation 10% — 
Feb 24 Fab 23 Yr- ago 


6 Up to 5 years t2> 

7 Over 5 years (101 

8 Ali stocks C.21 


215.94 
21030 
216 BS 


-0 03 
-0.18 
-0.17 


216.00 2.46 

216.60 0.82 

21731 1.07 


0.00 

135 

1.67 


UptoSyra 230 237 3.01 

Owr 5 yrs 237 235 339 


130 

2,76 


1.88 

2.74 


9VQ 

3.18 


Avarnse gnm redempbgn yw<d« an shown afane. Coupon Bands Low 0%-7H«: Medium: B%-i<p.?fc High: 11* aid ow. f Ret yWd. ytd Yeerto data. 


FT Fixed Interest Indices 

Feb 24 Feb 23 FM> SO Feb 19 F4b l8 Tr^o tftfr Low 


GovL Sms. (UK) 103.36 103.64 10330 10339 10333 96^40 104.10 9331 
O FTSE inmnan naf Lid 1998. « ritftb rcwwl ■ lor 1997«. O ovamni aia Sa e u rtda a Up 
comoaadon: 1»« nrtEraSL low S053 (OITII.TO BmU 100: OiwmnwISwMa lSh0r28«noRx«d 


— . FM)g4 Feb23 Feb 20 Feb .19 Ftebis Yr ago ngh~ Low 

Fbwd totMst .13946 12931 139.78 1383l" 13938 11938 13936 11532 

PWOVTea. Rxno i+mt Ugh aK»a 
1B28. SE -ct**y hdcaa raboM 1B7C ^ ' 


UK GILTS PRICES 


-flea- .swoti. 

M Ra3 PngrE-or- ugh la 


— Tad- _K» 

M Bb 8 Pttat*or- Mp 
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tail Wax 199S 

TrastelMti 

Com I0L* 1999 


Tirol 11 Ij 5C MOM — HLlS 
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ru 

<1EU 


»i«S 

U3R Tirositocww; i 

141 
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l» 

7 36 

lUO 


101ft 

in FUrioglPilK 1IS0-4 — 

383 

MO 

14 .19 

m 

UH‘i 
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104{J ton B'tfc 2064 

fl(J7 

021 

II GO 

ITS 

ICili 

-ii tow 

IS3B TmuS4roe20O4ti — 

853 

OH 

9X 

695 

102ft 

-ft 

1D5.1 

132& CMwVtfeflW 

789 

era 

- 

- 

ICOft 


100ft 

H»ft toUPmSOOS— — ^ 

8.15 

017 

11X1 

591 

ICS'} 


nWi 

1051} Tm 12*zpc2C03-5 — 

SOS 

£28 

iaar 

630 

IWft 

-ft 

1II7U 

tWft Tmn8>tfe2005U-+-. 

743 

on 

60S 

6JD 
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CURRENCIES AND MONEY 


MARKETS REPORT 


By Richard Adams 

The dollar and sterling were 
firmer against other major 
currencies in late ' foreign 
exchange trading, after yes- 
terday’s testimony by Alan 
Greenspan, the US Federal 
Reserve chairman ■■ 

'Dealers said Mr Green- 
span’s testimony added 
about a quarter of a pfennig 
to the dollar’s rate against 
the D-Mark. But the dollar 
later fell back, as traders 
digested his comments about 
the “finely" balanced* "US 
economy and th» threats fee- 
ing it. 

Against the D-Mark, the 
dollar ended . trading hours 
in London yesterday at 
DM1.8019,. Slightly, better 
than its close on Monday of- 
DM1.7988. In New York, the 
dollar slipped below DMI.SQ 
at noon. 

The pound also strength- 
ened against the core Euro- 
pean currencies. After, its 


.sharp fall on Monday, ster- 
ling clawed back L2 pfennig 
against the D-Mark, to end 
..in London at DM2468L - 

■ Dealers said that the 
D-Mark suffered from weak 
inflation figures in Germany, 
and profit-taking against the 
yen. D-Mark: was Y70J6 
in Europe, after retreating 
from the previous dose of 
Y7LL3. 

Elsewhere in- Europe. 
Poland's zloty climbed to a 
zune-month high yesterday, 
as the central bank appeared 
to .have, avoided selling the 
currency ahead of the first 
meeting of its new monetary 
council today. 

Strong foreign buying of 
Polish equities and govern- 
ment tens saw the zloty rise 
over ZSO per cent above the 
centre-of its trading band. 

■ Pound to Hew Vo«* 

Mi 24 — Latwt- . ~Pn.d»- 

£ Spot 1-8490 1.6*75 

lmtfl 1.8467 1.S4S2 - 

3 nun 1.6413 1.6438 

IV 1.6225 .11206 


POUND SPOT FORWARD AGAiNST 7KE POUND 
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(L) 2923.71 41297 701 - 040 293290 291270 292557 

(LFrt 615446 402105 128- 763 615100 608840 815656 

<FQ 99447.40013 433-461 39484 39267 39342 
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on Greenspan testimony 


■ Addressing the House 
Banking - Committee in 
Washington, Mr Greenspan 
said he saw “something dif- 
ferent” occuring in the US 
economy, but denied it 
added up to the start of a 
new economic era. 

“There is no question that 
there is something different 
about what is going on in 
this economy," he said. 

The market was on alert 
for any mention of deflation. 
Instead. Mr Greenspan said 
the fall-out from Asia might 
hurt economic growth “more 
than is desirable”, although 
he also warned the Asia 
effect might not be enough 
to cool domestic demand. 

The dollar showed little 
reaction to news that Janu- 
ary's consumer price index 
was unchanged, while the 
core Tate - excluding food 
and energy - rose by 0.2 per 
cent. Both were in line with 
market expectations. 

But traders said the dollar 
may have been helped by a 


French franc 

Trade-weighted index (rebased) 
100 1 ’ 



-Some UMMC* _ • • 

strong US consumer confi- 
dence index for February, 
released at the same time as 
Mr Greenspan's testimony. 
The index rose its highest in 
nearly 30 years, to 138.3 from 
a revised 12&3 In January. 

B Anyone thinking forex 
dealers can give up and go 
home once the members of 
the single currency 
announce their Emu conver- 


sion rates in May should 
think again. 

Under the Maastricht 
Treaty, the pre-announced 
rates will not be binding - 
they are only recommenda- 
tions. That is because Maas- 
tricht says Emu must not 
change the externa] value of 
the Ecu - and the value o£ 
the Ecu was fixed at i.T to 
the euro at the 1*6 Madrid 
summit. 

The value of the Ecu is 
made up of the value of its 
individual member curren- 
cies. The value of each con- 
stituent currency of the Ecu 
must not change as a result 
of the launch of the euro. 

So if, on the introduction 
of the Euro in January next 


Feb 2* £ 

teat Bp 55 El 24 ■ 
Hmgay 241.443 - 

frv «SOia ■ 
Kraft 0 5024 - 
Peru 45503 - 
Poem! 52iii - 
feSSJa 53733 - 
UAL 60*80 • 


55-7120 H.7720 ■ 
ki te arise ■ 
49*0.10300000 
05030 0951 
46580 272*0 - 
50263 3 5350 - 
95318 50565 - 
60522 16723 


year, there is a difference 
between the December 31 
market rate of a member 
currency against the Ecu 
and May's pre^ announced 
cate for the Euro, then the 
Ecu rate is to be used. 

.Ministers have no choice 
but to stick with the prevail- 
ing Ecu rate under the 
Treaty. But the 1:1 Ecu-euro 
exchange rate requirement 
means there will be a one-off 
arbitrage opportunity. 

The situation could give 
rise to speculative trading. 
Central banks could then be 
distressed sellers or buyers 
of currency on December 31 
or previous days. This might 
give rise to one-way bets for 
the market - and with the 
member states holding the 
losing tickets. 

E France’s foreign trade sur- 
plus more titan doubled in 
1997. to FFrlTSbn from 
FFrS8.7bn in 1996 - helped 
by the franc's trade-weighted 
decline of nearly 4 per cent 
since the sunt of 1996. 
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■ SL4BORBBA London 

Interbank Rxfog - Sto 5" 5" E" 5 

US DoSar CDs - 542 54S 5.5C 5.54 

ECU Linked Da - 4; - L i\ 

SDR United Da - 3'^ S" 3” 3; 

The FT has restated >h» L.OC* FT Lonopn ■ree’sara. fjirq rule will, iw FBA Lonaan Ka Any 

comments ErhMAd M sort l o Mann Didoen. Firaroai fccia r. a 1 the FT 

Me rnies are awwm tor tic ao-ntst Manav Rret. USS COl ECU A St» DepTOK On. 

EURO CURRENCY INTEREST RATES 

Feb 24 Short 7 day? One Three Si* One 

term notice mcnm month; msrnrts year 

Bdgan Frans 3i» - 3lJ 3?) - 3j 5 VJ - 3,1 3>) - 3,» t 3ft - 3’ t 3 £ - 3S 

Danoh Krone ?!l - 3li 3?* - 3{t 3)J - 3j* 3tJ - z{i 311 • 3JJ 4fe - 

German Mark 35* - 2h - jjl 3« - 3li 3)i ■ 3,i. Jjj - if, - 3}J 

Diacn Gu'oer 2|J - 2i 3^ • 3*4 3 hi - 3 : f 3 '-e - 3 1 : Jii - 3iJ 3? - 34. 

Frerch Franc - 3*8 31; - 3^ 33 - 3fi rilj - 4i - 3*2 A?i - 33 

Por t uguese Esc. 4^ - dt, 4|J - -^’5 - *)” -i.‘ - -H? - 4f; 4,'i - 4* 


Sterling 
Swiss Franc 


Radian Ira 6^-6 6,1- 6 h ■ 6 5(1 - 5J? 5; 

Japanese Yen \ \ . f ( . }} i,\ - U s . t l 

Asan SSmg 1® - - *% - 2 7 - S 2 * Tii - 6*4 7?a - & 7 

Shert form ran* am erti lor me US Deter m Yee.. ernes two cays' not«oo 
■ THREE MONTH PfBOR FUTURES jV4PF,Pens inteeank offered rate 
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One month Three w o wd tt One year J.P Mccgan 
Kxe foPA Rare St FA Rxe HPA maw 



Open 

Sen price Change 

High 

Lee 

Era. w 

Open inL 

Mar 

9644 

96.43 

- 

9643 

9642 

3.490 

65537 

Jun 

963* 

96 J* 

- 

96 3* 

96.32 

3.613 

66.509 

Sep 

9623 

9832 

- 

9621 

96 19 

1.011 

29.464 

■ THREE MONTH EUROMAKK FUTURES OJFfEj- Df/lm povns of l00«b 


Open 

Sen pnee 

Change 

High 

Low 

Est. vol Open im. 

Mar 

96.480 

96470 

-0 010 

96.486 

96.470 

23188 

368953 

Jun 

96345 

96.340 

-0.010 

96360 

96 330 

47992 

4001 74 

Sep 

96225 

96300 

-O.OJO 

96340 

963CG 

*1341 

314080 

Dec 

96940 

96.000 

•0.040 

96 050 

96.000 

46335 

346917 

■ ORE MONTH EUROMARK FUTURES (UFFE)' 

DM3m penis ot lOOto 


Open 

Sen pace 

erpnge 

High 

Low 

Est. vol 

Open rrt. 

Mar 

96.50 

96.49 

-0.01 

96.50 

96.49 

1250 

1425 

Apr 


9647 

-0 02 



0 

SO 

Mzy 


9t-.*4 

-0 02 



0 

1 

Jun 


96.40 

-0 02 



0 

0 

■ THREE MONTH EUROURA FUTURES (UFFE)' LlOGO/n poeltt of 100S 


Open 

SeQ pnee 

Change 

High 

Low 

EsL vol 

Open mL 

Mar 

94 04 

9J.tr 

-0 0* 

94 0* 

94.00 

27840 

13*2*9 

Jin 

9510 

35.05 

-0.07 

9510 

95.03 

47612 

21448* 

Sep 

95 60 

9558 

-0.04 

95 62 

9554 

14713 

1468*3 

Dec 

95 81 

95.7B 

-0.0* 

95.82 

95.76 

9568 

13592* 


■ THIS MONTH EURO SWISS FRANC FUTURES ftJFFE) SFrlm points of 100% 



Open 

Sell price Change 

High 

Low 

Est vol 

Open im. 

Mar 

98.82 

88.92 

. 

96 94 

96.89 

7113 

66140 

Jun 

98.82 

99.81 

-0.01 

98.8* 

98 79 

*08* 

6*212 

Sep 

98.72 

9869 

-002 

98.72 

98.68 

1629 

23768 

Dec 

9854 

96.52 

-002 

9854 

98.51 

442 

16046 


■ THREE MONTH EUROYEN FUTURES (UFFEl YlOOm points of TOOfc 



. Open 

Sett pnee Change 

High 

Low 

Est vol Open im. 

Mar 

98.91 

98-90 

-003 

98.91 

98.91 

50 

na 

Jun 

99.13 

99.13 

-004 

99.13 

99.13 

145 

na 

Sep 


99.19 

-0 03 



0 

na 


■ THREE MONTH ECU FUTURES (UFFE) Ecu 1m pouna of 100% 



Open 

Sett price 

Change 

hfigh 

Low • 

Esi. vol 

Open im. 

Mar 

95.69 

9559 

. 

95.70 

95.68 

742 

88D7 

Jiai 

95.75 

9675 

♦0.01 

95.76 

85.74 

648 

7544 

Sep 

95.76 

95.75 

+0.01 

9578 

95.74 

511 

10212 

Dec 

9554 

95.91 

-0.01 

95.94 

9590 

88 

4591 


1 UFFE futures ateo traded m APT 

■ EUROURA OPTIONS (L1FFE) LlOOOm poms Dl 100% 


Strike 

Price 

Mar 

- CALLS - 
Jun 

Sep 

Mar 

- PUTS - 
Jun 

Sep 

9400 

0.07 

1.10 

1 65 

0.05 

0.05 

0.07 

9425 

OjQI 

086 

1A1 

Q.24 

006 

0.08 

9450 

0 

0.6* 

1.17 

048 

009 

009 


Esl VOL totri. Cate 20842 Pi * s 7035 Previous day's open m. Cate W2l Puts 229883 



CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 



EtenWi Kroner. Ranch Franc, Nimngtei Kroner, red 8 — c m Kronor par lft Brigtan Franc. Yen, Etcufc . Ua and Pecan par 100. 

■ -P-MAEK PUTURKE (WM) DM 125,000 par DM ■ ' ■ jjBjjNIjNI 


: OMM) Yen 125m par Yen 100 



Opre 

Latest Change. 

High 

Low 

EaL vol Open inL 


Open 

Lass 

Change 

High 

Low 

Est vol Open nt 

Mer 

o^sao 

0.5562 . -0.0016, 

04581 

0l5548 

48.060 

70.797 

Mar 

0784* 

0.7840 

+04001 

0.7859 

0.7814 

34,251 

93425 

Jun 

05601 

0.5590 -00017 

05608 

05583 

558 

4.50* 

Aai 

07926 

0.7945 

+00006 

0.7957 

0.7926 

813 

1462 

Sep 


(L5633 ' - 

- ' 

. - . 

14 

1450 

Sep 

04040 

04040 

+04002 

0.8040 

04040 

5 

534 

■ SMRSS FRiUK FUT1MM 0MM] SFF 12SJXW per-SFir 



■ STHRUHQ FUTURES (IMM) £82400 per £ 




Mar . 

0.6925 

06896 -00023 

06925 

06882 

25.189 

43.12S 

Mar 

1445* 

1.6448 

-0.0022 

1.6473 

1.6*10 

11.790 

31,592 

Jun 

0.6902 

04978 -0.0019 

06993 

04067 

139 

1489 

Jiai 

14388 

14370 

-04022 

1.6400 

1.8370 

141 

1.665 

Sap 


07065 -00017 

- 

0.7055 

'• 7 

1.191 

Sap 

- 

1.8300 

-00016 

- 

1.6290 

10 

588 


INTEREST 


EMS EUROPEAN CURRENCY UNIT RATES 

Feb 94 Ecu can. Rata Change 96 *t- front % spread D(v. 


LONDON MONEY RATES 

Fab 24 . Over- 7 days 


Fab 24 Over- 7 days One Three . Sbt One - 

• • • ; ' night ' notice "month months months yscr 

Interbank Storting 7*2 - 6 ’A - 7 i* - 7& - 7^ 7h - 7^ 7jj - 7^ 

Surfing COS - - . . - 7,V- 73 b - 7jJ 7j} - 7}J 7J3 - 7li 

Treasury B9s - '. - - 7i« - 7 1 * 7h - Th 

. : • 7A-7i 7&-M, 7jl-7i - 

Local authority depa. 7^-7 - 7J* 7fi - 7U 7fi - 7J1 7^ - 7ji 7^ - 7& 

Discount Martat deps - 7i* 7A - TU . ' ’ " 

UK clearing ban* base lending rate per cam bom Non 6, i W7. _ 

Up to 1 1-3 3-6 69 9-12 

■■ month month months r maltha ' months 

Certs of Tax dep. piOOJXXfl . 2h 5 5 44, 

C^rtTtedepiAxfcrCtaajMtea^DNwaawkhdrawnforcrtiii^PC.^ 
tee ^K^re*^dhra«enFM».eW4epe.R»0foted rate SOB. BqpaitFlnenos.ltelte 
»dW^3CUe«. 4gn«d rate ter p«wS£25. 1098 lo Mte ». ««. Schama II Mips. 

r*. taTp«MJ«n 1. 1968 *> Jan aa 1M8. BcMnM N 8 V 79eBf>c.fWe 
Fbuse Bra Rate ftw from Feb l. iflBS 


Inbred 

rates 

0.798709 

against Ecu 
0.792935 

on day 
-0.001669 

cen. rate 
-0.72 

v weehest 
342 

Spate 

163.828 

167414 

+0.018 

2.13 

0-43 

Italy 

190648 

1948 AS 

+0.63 

240 

0.36 

Portugal 

197498 

202.014 

-0.156 

2.34 

0-23 

Ftetend 

545424 

549132 

-0.00418 

£44 

042 

Denmark 

744555 

742451 

-040275 

Z4* 

0.13 

Frinee 

6.45883 

641830 

-0.DQ251 

2.47 

0.10 

Germany 

142573 

1.97407 

-040069 

2-51 

0.06 

Austria 

13.5485 

134898 

-04043 

252 

045 

Netherlands 

2.16979 

222500 

-4. 00067 

244 

’ 0.03 

Belgium 

39.7191 

40.7400 

-0.0138 

2.57 

0.00 

NON ERM MEMBERS 





Greece 

295469 

312.101 

-0406 

5.70 

-246 

UK 

0.793103 

UBK842 

+0401299 

-1605 

22.17 


■ THREE MONTH STERUHQ FUTUK 

Open Sett price Change 
Mar 9248 92^t5 -093 

JUH 9258 92.54 -094 

Sep 92.76 82171 : ^0.04 

Dec 9296 9291 -095 

Kter 33.16 93.11 -095 

Also baded- on APT. AM Open irreraa figs, ere 


ES (UFFE) £600000 points of 100% 
Hgh Low Est VOl Open *lt 
92.46 92.44 9152 12Q959 

9298 9293 13238 138615 . 

92.7B ' ‘ 9298 18578 -103730 

BZ96 9290 18316 96272 

83.15 . . 93.09 . 2969 66713 

for previous rtey. 


■ SHORT STEBUHC ORWOm flJFFE} E50H060 pointa Ot 1009k 
CALLS “PUTS 


SSrite 
Price 
9225 
9250 
6279 ■ 


Jun Sep 

004 • 097 

0.11 ai3 

026 023 


Ett. voL tote), CeB* 22*0 Puts 1TT6. WtrriWK dty'i open Int. Cefc 248131. 266606 


Ecu cenM ms an by Ilia Empaan Omnteca Cwrwdom m in deecan*9 ntesftre 3trengih. 
P i u ii ia pe rt igeaaalorEeu!apBaWereenflid»iBteaa»wteLCwrorcyJ>»aQen c e « f w merala 
bro wn rwptereedsa»p««rtapt J ft iw i i^ 6ereeen trie aaurooariteBrd Ecu eeramiraBa lor a 
eurency; and the rarirvi pamkted peroanfape dtrebon of ihe orreirovY martet rea *om ae Ear 
areal rote t7/9flB: StTO®*i amended bran ERM. Arero&naot eakairoee by m» Financw! Tanee 

■ PEUBHIWA 9E- £/> OPTIOftS E315S0 (certs per pcundl 

Strike CALLS PUTS 

Price Feb Mar Apr Feb Mer Apr 

1-830 . 2.13 268 . 391 091 1A2 259 

1940 ZM ’ 216 • 274 097 1.85 2.72 

1950 1.08 1.63 235 155 239 358 

PraTOou* dayle voL Cate n/a Are nfe . Piwk day's open rL. Crib rva Puts rva 

■ PHLADELPHU SC PHABK/S OP TIO RS DM62500 (5 per DM1 

Stria CALLS — PUTS 

. Price Mer Apr May Mer Apr May 

0940 1.77 - . 0.06 0.17 055 

0945 . - - - 0.12 0-28 0.47 

0960 097 157 1.59 052 041 0.64 

Pmvtcui day's voL Cato n/a Putt rtk . Ptev. days open «L. Cate >va Pus n/a 


■ THREE MOUTH EURODOLLAR CMM) Sim pomp of lOO* 


base lending rates 


/WamSCoirTWiy 7S 
ASedlftdiBankfGB) 735 
•Henry Are bache/ 725 
Banco BttacVaceya 755 

BarftglOypns 725 
T25 

BBdfcellncto 725 

BsnsafScafond 725 
BterfaySBank .725 
Bek 8k of Md East 725 
•ftowSh^feySCoUJ 725 
CffibatecNA 725 

Op»daleB»* 725 

TheCo-cperafiwSa**7.2S 

Cou»403 - 7!& 

. Cypws Popular Bank 72fi 
Duncan lame 725 


BeesrTiust United 825 
RtandBl&OenBvk B90 
•RobetrFtamtng & Co 725 
•GUnnesaWahcn 725 
Habfo Baric Ati Zurich 725 
•Hambres Barit 725 
Heritable 8 Gen kwBk.725 
D-HoasACo 725 
Hongkong 8 SMntfni 725 
MiastBC SB* (IK) Utf755 
AianHodga Baric 72S 
•Laopotl Jcserit 8 Sore 725 
Uoycfe Bank 725 

MdsndBeeA 725 
NetWesSrinster 725 

•BaaBrotnere 725 

ftayte 8K cl Secdend .725 
Seoosn WkkmsBanK 72S 


•anger 8 Friedanfer 725 
•SmBt&WBarescn 725 
Stai BarVdiQ Co/p Ltd 725 
T5B 725 

IMted Ba* of fftiwaiL 725 
Unity Trust Bank Pfc 725 
Yftteemy LaUwr 725 
YortisHreBa* . 725 

• Membets of London, 
ftweament Banking 

Anacuon 

■ In admWssatfGr 



Cfcan 

Laast 

Change 

High 

Low 

Est. vet 

Open InL 

Mar 

9444 

94.34 

+0.01 

8446 

9444 

72.768 

464.490 

Jun 

94.42 

94.42 

- 

94^5 

94.40 

99451 

403400 

Sap- 

-84AS 

94f4* 

♦041 

34.46 

84A1 

98465 

322430 

■ US TREASURY BHJ. FUTURES (IMM) Sim par 100% 



Mar 

. _ 

9448 

+0.01 

94.98 

w 

708 

8,436 

Jun 

95.04 

95.08 

+042 

95i» 

95,04 

65 

3472 

Sep 


95.12 

♦041 

95.12 

- 

26 

243 


AB Open interest figs, are tar preukxd day 
■ HHONIK WIWW (UFFU DMlm points of 100% 


PUTS. 

Apr May Jun 


E8L voL taoL CaSe 10*00 ftto 26880 Prarioos da/s open oil Cate *13742 Pit* 360686 
■ BIRO SWISS FRANC OPTIONS (UFFE) SFrlm prints of 100% 


Sirfce 

— 


CALLS - 


Price 

Mar 

Apr 

May 

Jin 

9475 

1.72 



149 

9500 

1^7 

1.34 

144 

144 

9625 

142 

1.09 

149 


9550 

047 

044 

044 

044 


Stfte 

Price 

Mar 

- CALLS “ 
Jm 

Sep 

Mar 

- PUTS - 
Jun 

Sep 

9900 

044 

047 

0.06 

0.12 

026 

047 

9926 

0.01 

002 

042 

0.34 

046 

056 


http://www.unioncal.com 

F.X. FUTURES & OPTIONS 24 HOURS 

0*1 "71 522 3333 


sfa regulated 


gffll RERKEIJrc FUTURES 

& FOREX VI IM1V7R MUVF.T. I ONhON WIX IRft BS 


ramn clients 
WELCOME 


38 DOVER STREET, LONDON W1XSRB VI 
TEL: 0I7J_629 1133 FAX: 0171 495 0022 03 
bUpV/mrw.btLco.ak " ==r 


Fast Fills. 

Low Rates. 
Quality Service. 

LI,>D IVALDOCK & COMPAY) 

h-l :> flnsiMl) Nl. • l.nnlua El'll U P 


*5-*25 

Ftenrta 4 Optfaua, rouwMnm 
tastadkaal Kniee 
forprivaucUeau. 

0800 - 262-472 

LotKfotv; OlTI-Sn-l^ll 
Geounp O13O-SI3I0O 
StrinnUral; OS 00 55 S3 3f 
treKilnd-mlttoettatn 

OU4RPW 


F r ee phone 


REUTERS 0213 


PKBJPS B7^ 


FUTURES 


INDEX 

FINANCIAL 


-TAX FREE 

0171 896 0011 v 

16 ini?* i Wa.-wick Lc‘iir. S1V2E 5 la [J 

**•» Ure CJS. •' W — 


OFFSHORE COMPANIES 



Kff ufeS oufce 



The FT GCZD& TO WORLD CUEKENC3ES, pob&ibal is Mmxfy’i 
te**p*per aad oovering owr 200 caaeado. ii now aml^le by de IbOowioj 

BDStefien Ifae iaypadcr hawtetflfytMrfiainadiiiE. 001 437 SOL 
CaSi ree dreged sTSphria cfoeap cate red «9plteiB K aD odier omea. For tavire 
nMSde the UK pfc>ieteleptkJiie-M4 171 873 G78 for denib m Grifine IttnadereL 


if you would like to advertise, 
or require any further information, 
please contact: 

Jeremy Nelson 

Tel: 0171-873-3447 Fax: 0171-873-3062 


Fast Fills. Low Rates. 
Wliaf s the Catch? 


There isn’t one. Ibafs the way 
we’ve been doing business for 30 
yeais-prwiding outstanding 
service at outstanding rates. 


Account" padoge. You make 
your own trading decisions 
and save 50-70% off full- 
commission tirms- 


1. We’re literally within arm’s reach Call and find out for 


markets where flash fills are possi- 
ble, up to 90% of our market orders 
are ex ecuted and confirmed with 
just one phone cafl. 

2. We’re specialised. Lind-Vfeldock 
is the world's largest futures-ooiy 
brokerage firm. With over 23.000 
customers worldwide, we have 

built-in efficiencies that large 
volume provides, and pass the 


FUTURES & OPTIONS 

ON FUTURES 


3. You’re your own broker. No 
commissioned broker will call yoi 
with trading recommendations. 
We give you the information you 
need, bte our exclusive "Intro- 


Round-turn, including 
exchange tecs. Most 
contracts. Discount 
accounts. 


is the number-one broker 
for independent futures 
traders worldwide. 


Name 0800-262472 (HID | 

Address; Belgium: 0800-1 B444 | 

Cotreny. 0130418100 ■ 

France 08 00 90 83 43 „ 

Switatantfc «t 00 55 83 38 1 

Postcode Denmark: 80-01-7695 ■ 

Netherlands: 06402-7S80 I 

Tfclt DO (optional): Swedar iaO-793176 

Stain: 900984446 ■ 

Others call 0371-347-1701. reverse ■ 
hreewfojforiwTBLedebgtoaddteiaMK diergcs H 

Mb ft* Mpd teenre ad areorr 1 b d. iafDe Far 0I71-2S&2445 
atkfo — W te . ra 

aniuBimMMn-oM'in-ra | 


LlND>ttALDOCK fir COMPANY 

Loadoa BCIT 4UP 



Interfinance Crfedit 
National N.V. 

USS 1 00,000,000 
Guaranteed floating rate 
undated unsecured sub- 
ordinated non-cumulattve 
capital notes 

in accordance mtih the terms 
and conditions of the notes the 
tote of interest for the interest 
period 25 February 1995 to 25 
August 199$ has been axed at 
9.1125091 13% per annum. 
Interest payable on 25 August 
1998 will be US$45,615.67 on 
each USSLQOO.tW principal 
amount of the notes. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


gg CS First Boston Group 

CS First Boston 

Finance. B.V. 

I (wren hr LtfB flnur r RV , 

USS200.000.000 
Guaranteed subordinated 
floating rate notes 
August 2003 

Guaranteed on a subordinated 
basis by 

CS First Boston Group, Inc. 

Notice is hereby given that for 
the interest period 25 
February 1993 to 25 August 
1998 the notes will carry an 
interest rate of 55% per 
annum. Interest payable on 
25 August 1998 will amount to 
USS27. 55 per US$1,000 note 
and US$27653 per US$10,000 
note and US$2 76538 per 
US5100.000 note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


Rr vol total, Cafe 0 Hfe 661. Pranas day's ogre ML. Cafe 6600 Pias 5*95 
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COMMODITIES AND AGRICULTURE 


Sharp volatility seen in copper 


By Gary Mead 

Low international prices for copper 
are biting into mining operations, 
yesterday forcing the Chilean com- 
pany £1 Bronce to suspend plans for 
a new $20m project planned to start 
production in late 1999. 

Although a small project - annual 
output was for some 7,000 tonnes - 
the postponement symbolises the 
current bearish market view of cop- 
per's medium-term future. But some 
analysts and traders believe there 
may be sharp volatility in the 
sbort-term. 

“We are looking: for a copper sur- 


plus this year of about 400.000 
tonnes." said Martin Squires, analyst 

with Rudolf Wolff, which he 
describes as a “copper bear for the 
remainder of the century". But he 
believes a significant upwards spike 
could occur in the second quarter of 
this year, with "$2,000 a tonne being 
easily achievable". Three-month cop- 
per was last $2,000 a tonne in early 
October 1997, but has steadily fallen 
since then to SI .629 yesterday. 

While the fundamentals point to 
heavy oversupply this year, "sup- 
plies of scrap copper are very tight 
right now. and mining is still 
suspended at Ok Tedi [the large cop- 


per concentrate mine in Papua New 
Guinea, in which BHP is a majority 
shareholder]; although there is an 
onrush of supply, we should not rule 
out a brief, short-covering rally,” 
said Tony Warwick-Chlng. analyst 
with Flemings Research. 

According to some traders, large 
investment funds now hold uncom- 
monly large “short” positions in the 
copper market (that is, they have 
sold metal they do not own in the 
hope the price will fall and they can 
buy it later and keep the difference). 
Coinciding with tight scrap supplies 
and the possibility of large-scale Chi- 
nese buying at such relatively low 


prices, could induce a scramble for 
metal and a significant price spike, 
they say. 

Lawrence Eagles, at brokers GNL 
thinks the f undamentals in the cop- 
per market indicate the need for 
mine closures to bring supply and 
demand into greater balance. But he 
also thinks a short, and possibly 
very sharp, price rise could happen. 

“It could be in the next couple of 
weeks, or the next couple of months. 
The price needs to get down to 70 
cents a pound, about SL54G a tonne, 
before we see significant mine clo- 
sures. That news could be the trig- 
ger for opportunities on the upside." 


Net benefit from El Nino in Peru 



Silver lining: Peruvian fishermen straggle to launch their boat hut El Nifio has raised prices 


I n the northern Peruvian 
port of Pajta, even the 
pelicans are listless. 
With ocean temperatures up 
to eight degrees centigrade 
higher than normal, the 
usual abundance of fish 
close to the shore has van- 
ished. The small boats that 
form the bulk of the anchovy 
and sardine fleet lie idle and 
weather-beaten fishermen 
console themselves with ice- 
creams. 

A ban on anchovy fishing, 
a precaution at this time of 
year to protect the species, is 
for once academic. 

“Essentially, there has 
been no anchovy fished 
since El Ntflo's second peak 
in November," says Richard 
Diaz, general manager of 
SNP. Peru's national fish- 
eries society- 

High ocean temperatures, 
especially off the northern 
coast near Ecuador, have 
pushed anchovy shoals to 
seek colder waters well off- 
shore and out of range of the 
Peruvian fleet of small 
purse-seiners. 

After 10 relatively normal 
months, almost no anchovy 
at all was caught in Novem- 
ber and December. SNP esti- 
mates that Peru's total catch 
for 1997 was 7.67m tonnes. 
18.9 per cent lower than 
199b 's 9.48m tonnes. 

Against all the odds, how- 
ever. 1997 dosed an excellent 
year for Peruvian fishing, 
with exports topping $1.36bn. 


215 per cent up on I996's 
previous record. 

Thanks to El Nino, fish 
meal - processed primarily 
from anchovy, with small 
quantities of sardine and 
mackerel - brought in a 
record $991m last year, 
according to the SNP. 

Fears of shortages result- 
ing from the warm current's 
negative impact on fish 
stocks drove prices on the 
international markets to 
records of more than $700 a 
tonne of prime quality meal. 

With the anchovy catch 
already at its effective limits 
for sustainability of the bio- 
mass. some of the more for- 
ward looking Peruvian fish- 


ing companies are turning 
their attention to canning, 
one of the Industry's main- 
stays In the 1970s. Last year. 
382.000 tonnes of fish caught 
went for canning, almost 80 
per cent up on 1996. 

I llustrating the rapidly 
increasing efficiency of 
some of the newer plants 
coming on stream, output of 
canned fish more than dou- 
bled. reaching some 11m 
cases. "Not since 1981 - the 
last good fishing year before 
the 1982-53 El Nifio - has 
Peru produced so much 
canned fish." says Mr Diaz. 

The trend looks set to con- 
tinue. Pesquera Austral, 


Peru's second largest fish 
meal and fish oil producer, is 
investing heavily in canning. 
In 1997. it inaugurated Its 
first canning facility in the 
norther port of Paita. along- 
side its more traditional pro- 
cessing activities, and pro- 
duced some 3m cases of 
canned fish last year. 

Meanwhile. Austral 
invested almost $40m in a 
can manufacturing facility 
In Lima, it will sell empty 
cans to local competitors 
and plans to export to Chile. 
Ecuador and Bolivia. 

Peruvian fishing compa- 
nies have set their sights on 
increasing exports to China 
and south-east Asia, already 


important customers for fish 
meaL Jose Sarmieoto, SNP 
president, is optimistic for 
across-the-board rises in 
exports to countries in the 
Asia Pacific Economic 
Co-operation forum, of 
which Peru is to become a 
member later this year. 

W hile there is little 
prospect of 
Increasing the 
anchovy catch, the SNP esti- 
mates that currently unex- 
ploited species could add 
another Llm to 258m tonnes 
of fish for processing: the 
greatest potential is in horse 
and jack mackerel, suitable 
for fish meal or canning, and 
giant squid. Although the 
squid catch bas Increased 
dramatically in recent years 
via concessions granted to 
Korean and Japanese fishing 
companies, it remains to be 
fully exploited. 

El Nifio has brought fur- 
ther compensations. In the 
hardest hit north, warmer 
waters have produced sea 
shrimp and hake. 

In an unpredictable sector, 
with the added imponderable 
of the El Nino current, 1996 
output can only be guessed 
at, say SNP officials. “But 
we hope that by April, the 
peak will be over, the cold 
currents returning and the 
fishing boats out again," 
says Mr Diaz. 

Sally Bowen 


Bearish 
mood in 
base 
metals 


India to fight 
US move on 
basmati rice 


MARKETS REPORT 


By Gary Mead 

The generally bearish mood 
in base metals persisted on 
the London Metal Exchange 
as the price for three-month 
copper first dipped to a low 
of $1,616 a tonne before 
recovering to close 
unchanged at $1,629. 

Nickel came under severe 
pressure, losing $140 to end 
at $5,260 a tonne - a four- 
year nadir - with some trad- 
ers anticipating a slide 
beneath $5,000 in coining 
days. 

The fragility oF gold 
continued, with the London 
afternoon “fix’* at $291.40 a 
troy ounce being 90 cents 
lower than that of the morn- 
ing. 

A comment by Jean- 
Claude Triehet, governor of 
France's central bank, that 
“we have no intention of 
selling any gold, or in any 
way downplaying the role of 
gold as a reserve asset,” in 
the magazine Central Bank- 
ing, appeared to have been 
shrugged off by the market, 
burdened as it is by fears of 
central bank reserve sales. - 

Brokers GNI said in a 
research note that “gold will 
soon start to receive positive 
news about mine closures”. 
• Crude oil prices on Lon- 
don's International Petro- 
leum Exchange shuffled, 
sideways in late afternoon 
trading, with short-covering 
and profit-taking helping It 
to stay above recent lows, 
Reuters reports. 

The benchmark Brent 
blend for April delivery was 
up 7 cents on the day at 
$13.90 a barrel, well below 
the intra-day high of $14.10. 

“I think there is a senti- 
ment that we’ve seen all the 
bad news [for prices] that 
we’re going to see this 
week . . . though, fundamen- 
tally we’re still in a bear 
market;*' one broker said. 


By Kunal Bose in Calcutta 

The Indian government is 
taking steps to fight the 
recent decision by the US to 
grant a patent to the term 
’‘basmati" to RiceTec, a 
Texan- based US company. 

Naresh Chandra. India’s 
ambassador to (he US. says 
be is confident India will be 
able to prove to that “'bas- 
mati" refers to a variety of 
rice that is typically Indian, 
and this will induce the DS 
to revise the patent granted 
to RiceTec. 

According to MJ5. Swami- 
nathan, a leading Indian 
agricultural scientist, the 
marketing of “long grain 
American basmati” - the 
hybrid variety for which 
RiceTec received its patent - - 
could badly hit basmati rice 
exports from the Indian sub- 
continent, particularly to the 
European Union. 

“India should contest the 
marketing of such rice as 
basmati by the US company, 
as the larger question of the 
right to plant protection is 
involved,” he said. 

He added that as India 
-lacked relevant legislation in 
'this area, it would fihd it 
difficult to protect its plant 
varieties .and genetic 
materials. 

Mr Swaminathan said the 
country did not have the 
lavra to protect a strain like 
Poosa basmati, a hybrid 
between basmati rice and a 
dwarf variety, which 
accounted for one-third of 
India's normal basmati rice 
exports of nearly 480,000 
tonnes. India currently 
exports some 45.000 tonnes 
of basmati rice a year to the 
US. . ' 

RiceTec's view is that 
“Basmati is a generic name 
for a type of rice, as durum 
is for a kind of wheat. 
Patenting, of new lines and 
grains is normal In agricul- 
ture. The patent covers new 


basmati lines and grains 
which are an improvement 
over the previous types of 
American basmati the com- 
pany had developed." . 

The US Patent Office said 
RiceTec was given a patent 
for a cultivar of basmati rice 
as it had earlier patented 
str ains of corn or other new 
mutations of grains. But 
India was within its “rights 
to ' challenge the patent.'* 

The Indian government is 

now considering whether to 
ask the US patent office to 
review the case, or to - com- 
plain to the World Trade 
Organisation, on the basis 
that patent Is a prima facie 
violation of Article 22 of the 
international treaty on 
Trade Related Intellectual 
Property Rights, or Trips. 

Sum an Sah a i , a geneticist 
and president of Gene Cam- 
paign in India (a non-govern- 
mental organisation), which 
is lobbying the Indian gov- 
ernment to take action on 
the issue, has said that as 
US sparkling wine producers 
cannot market their product 
as champagne, nor should 
US rice producers market 
their rice as basmati. 

An Indian government 
official said the possibility of 
seeking to have the term 
basmati defined as relating 
solely to a geographical part 
of the Indian sub-continent 
was being explored. 

“We have got recorded evi- 
dence to show that basmati 
rice was traded and used as 
a quality benchmark in parts 
of India a century ago." he 
said. 

“The code of practice for 
rice in the UK, the largest 
market for basmati rice in 
Europe, describes long grain 
aromatic rice grown only in 
India and Pakistan as bas- 
mati rice. Similarly. Saudi 
Arabia .allows- basmati rice 
originating only in the 
Indian sub-continent to be 
sold as basmati rice.” 


COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 


(Prices from Amalgamated Meial Trading) 

■ ALUMINIUM, 99.7 PURITY ($ per tunnel 


Cash 

3 mttia 

Close 

1421-22 

1439-40 

Previous 

1420.5-1.5 

1438-9 

High/low 


1443/1433 

AM Official 

1415-16 

1434-34.5 

Kerb dose 


1440.5-413 

Open rrt. 

262.632 


Total da)y UanowOf 

68341 


■ ALUMINIUM ALLOY <S per tonne) 

Close 

1253-58 

1280-81 

FACTIOUS 

1258-63 

1280-85 

High/low 


1284/1275 

AM Official 

1252-53 

1280-81 

Kerb dose 


1279-80 

Open art. 

4.858 


Total dally turavar 

1.321 


■ LEAD (S per none) 


Oow 

506.5-07 0 

521-22 

Pmvtaus 

504.5-53 

519-20 

High/low 


524/515 

Af/ Official 

503-04 

518-19 

Kerb dose 


623-24 

Open tat. 

32329 


Total daily turnover 

8.405 


■ NICKEL (S per tonne) 


Close 

5210-20 

5305-10 

Previous 

5325-35 

5415-20 

Higfelow 


5*20/5245 

AM Official 

5245-50 

53*0-45 

Kerb dose 


5260-65 

Open mL 

56.502 


Tcnal daily turnover 

19.766 


■ TIN IS per tonne) 



dose 

5265-75 

5290-95 

Previous 

S2E5-75 

5290-300 

High/tow 


5298-5280 

AM Official 

5260-65 

5275-80 

Kerb dose 


S280-8S 

Open im. 

74377 


Total daily turnover 

3.M9 


■ ZINC, special Mgh grade <S lonnei 

Close 

1019 5-20 5 

1044-45 

Previous 

1013 5-J 5 

1C38 5-3.0 

High/low 


10*4/1027 

AI4 Official 

1007-03 

1032 --33 

Kerb dose 


1043-44 

Open im. 

73.807 


Total daily turnover 

20.5*1 


■ COPPER, grade A (S per tonnal 

Close 

1601-02 

1620-29 

Previous 

1616-17 

1642 5-3 5 

High/loar 


1632/1616 

AM Official 

1595-96 

1622.5-23.5 

Kerb dose 


1629.5-30.0 

Open mt 

148 J25 


Tosd daily turnover 

64.456 



■ LME AM Official E/S rata: 1.8473 
LME Cloning PS rate: 1.0475 


Sat 1 Scorns J££S Sims tBKSsSs 1550 


■ HIGH GRADE COPPER iCOMEM 



See 

Day's 



Open 


price changa Ugh 

Una 

Vef tat 

Feb 

72.35 

-030 

7265 

72.M 

*47 *9? 

Har 

72.55 

-020 

ns. 

T2.20 


Apr 

7310 

-035 

73 10 

72J0 

70 22*9 

Hav 

73 50 

-020 

7370 

7? 15 

6.107 19 941 

Jtai 

74 10 

-020 

74*3 

7*30 

37 2KB 

Jld 

Total 

74*5 

-6.20 

74.70 

7420 

666 6.411 

18J529 75^8 


PRECIOUS METALS 


■ LONDON BULLION MARKET 

tPncea suptdieO fry N M RcftrscriiMi 


GoUfTnrt as) 

S price 

£ epuv SFr egurv 

Close 

29 1.70-292 20 


Opening 

292S5 292.30 


Morning fly 

£92.35 

177.634 4C5 662 

Atlemoon fi» 

Ml 40 

176.783 423 696 

Day's High 

S92.7(K33 19 


Day's Low 

2S0.68-S91.in 


Previous time 29320-293 76 


Loco Ldn Mean Gold Landing Rates (Vs USSi 



2 months 

3,90 12 monttw ....3.49 

3 months ...... 



Silver Fix 

prtroy ot US os eourv. 

Spot 

338JO 

639 00 

3 monttis 

387 95 

63585 

6 months 

387.65 

632.S5 

1 year 

383.60 

62fi.« 

QoM Coins 

S puce 

L equv 

Krugerrand 

293-295 

178-179 

Maple Leaf 

- 

- 

New Sovereign 68-70 

41-42 


Precious Metals continued 


■ GOLD COM EX (100 Troy oz.. Sftroy oz.) 



Sett 

Day's 



Open 


pika mange tflgti 

few 

tad tat 

Ml 

281.7 

-24 

2938 

2913 

650 223 

Mar 

£91.7 

-24 

294.1 

2935 

- 

Apr 

292.7 

-25 

2950 

291.8 33596 06577 

Jun 

294. G 

-19 

2964 

293.9 

1.705 1 6.454 

Aog 

296.5 

-1.9 

298.1 

296 2 

34 S57B 

Oct 

2965 

-T.6 

298.4 

238.4 

141 3233 

Total 





3GJ6B 174489 

■ PLATINUM NYMEX (50 Troy oz.; Sflroy os.) 

Apr 

3736 

*0.1 

374 9 

3710 

2.631 9.492 

JU 

371.5 

*0.1 

372.0 

370 5 

117 939 

Oct 

3705 

+01 

- 

- 

- 359 

Jan 

3705 

*01 

375.0 

368.0 

13 37 

Total 





2^81 18827 

■ PALLADIUM NYMEX (1Q0 Troy oz^ Stray CZ.J 

Mar 

235 75 

_ 

236 00 234.00 

605 2,140 

JlBI 

234.00 

*1.60 235 00 £3125 

614 2.319 

Sap 

23200 

*1 60 230.00 230.00 

1 *06 

Total 





1219 4JS5 

■ SILVER COMEX (5.000 Troy oz: Cents/tray oz.) 

Feb 

6332 

-13 6 



16251 40 

Ite 

B315 

-138 

S52J) 

629.0 23 166 35.133 

May 

6365 

-106 

6510 

629 0 10.879 34.910 

Jid 

G345 

-10.6 

6450 

631.0 

965 14 027 

Sap 

6355 

-IT 1 

633 0 

6330 

37 4.839 

Dec 

6355 

-116 

644 0 

6310 

255 10 491 

Total 





35572108,163 


ENERGY 

■ CRUDE OIL NYMEX f 1 .000 breb Storrefl 



latest 

Day** 



Open 


price Orange High 

Law VU 

u 

AW 

1544 

+0 07 

1556 

1520 80.132 

116fe 

May 

1576 

+0 01 

15.91 

15 60 26.199 43.933 

Jun 

16.12 

+0.01 

1632 

15 98 15.640 49.645 

Jid 

16*2 

- 

1660 

1652 5533 

27.097 

Aug 

16 70 

+001 

19 81 

16 60 1.606 

16.935 

Sep 

16 07 

-6 0S 

17 03 

1637 1.920 19562 

Total 




0/1 

Ola 

■ CRUDE OIL IPE (Stored 



Latest 

Day's 



Open 


price Orange 

Kgo 

Low tad 

tat 

Aw 

1186 

-O03 

14 10 

13 73 20.121 

«:67 

May 

14 32 

+0K 

1454 

14 17 7 029 25 475 

Jun 

T4«8 

-0 07 

14 92 

14 65 * 025 25.102 

•M 

15 00 

-0 03 

1S£9 

15.00 £.157 15*30 

Aug 

1537 

- 

1554 

15 35 *59 

74*1 

Sap 

1560 

- 

:574 

1552 746 

9459 

Total 




rJi 

tUa 


■ HEATING OIL HYMBt 142.000 US jptite- C.U5 gtaci 



Latast Day's 


Open 


pries change ffigh 

Lew 

tad an 

Mar 

*2 90 +0 37 4i2S 

4240 

13.30* E 0S6 

Apr 

43 40 +0 30 *3 65 

42.90 11.138 42.105 

«*»y 

44 TO +0 30 4* 15 

43 70 

3J31 18272 

jun 

44-30 +0 35 45.05 

44 65 

3058 16*31 

Jid 

45 60 +0 35 46.D0 

45 55 

2.679 12 rta 

Aug 

46 85 +050 4J05 

4670 

1 744 933 

Total 



a/a ah 

■ GAS OIL FE iStonne.i 




Son Day's 


Open 


price change ffgh 

Low 

VU tat 

Har 

77225 -IJS 13350 

130 50 

j.aa ana 

Apr 

13425 -1 75 135 75 

133 50 

5603 te.431 

HUT 

1J7« -2.00 13800 13650 

2.261 11,563 

Jun 

1*0 00 -2 00 14100 13950 

2XC8 14.379 

Jo) 

14100 -1 75 WOO 14225 

669 sra* 

AM 

145 00 - 147 00 145 00 

344 

Total 



AUDI 121.433 

■ NATURAL GAS St 11.000 ff*rr= sme vs rami 

Mta 

9 450 -0 010 9470 

94E0 

£55 1 <63 

Apr 

9 370 +0020 9 450 

9 JTCi 

375 2JHI 

Total 



1,140 1X670 

■ NATURAL GAS f.TWP HCr.GW nvnfitU: S.ttitEfc.1 


Latest Day's 


Open 


price change Kgh 

LOW 

Vol tat 

Mar 

2Z20-0041 2230 

2 175 39591 25.873 

Apr 

3 275 +0 048 ZJ !0 

2 225 

7.569 34.846 

HW 

2295 +0.038 £300 

£250 

1.413 15 625 

Jon 

23SO+0025 

2270 

U33 14 

Jut 

2315+0 023 2.320 

2 230 

657 11.385 

Aag 

2.330 +0023 2 335 

2293 

1J73 12 8K 

Total 



n/a alt 


H UNLEADED GASOLINE 

HVWX 1-12. POO IS 33HC ■ &US gall; 1 



latest Day's 



Opifl 


price change 

High 

Lew 

Vol tat 

Har 

*T 90 

-C 4i 

43 80 

*7 4D 14.620 19.043 

Apr 

S12S 

-077 

51.75 

5aS0 12,635 33063 

MW 

51.65 

-017 

5220 

5160 

3.339 18.2*1 

Jtai 

52 £ 

-007 

52.60 

52 05 

28C 11 £69 

Jid 

52.60 

+003 

5255 

52.15 

1.556 31.Q28 

Aug 

52 40 

-00? 

52 £Q 

52.30 

887 5.506 

Teed 





on n/j 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (1 00 tomes; C per tonne) 


SOFTS 

■ COCOA UFFE (10 tonnes; Ertonne] 



Sett 

Day 1 * 




Open 


Sett 

Daft 


. . -T Open 



price deng? 

Ipw 

tad 

lit 


price change Hgh 

Low 

Vol iat 


Mar 

7920 

-005 

7900 

79J00 

50 

430 

■ar 

ion 

+10 

1014 

1003 8JH3 31/467 

AW 

■w 

81^5 

-0.15 

81.75 

81.40 

502 

43190 

May 

1032 

+8 

1038 

1027 5.069 37,557 

Jwr 

Jut 

83 60 

-0.10 

8180 

8350 

301 

800 

JCd 

1052 

*7 

1058 

1048 

257 14*02 

Abb 

Sap 

8015 

-0.30 

- 

- 

110 

110 

Sap 

1074 

+8 

1078 

1073 

304 25*36 

Oct 

Mdv 

82.45 

-0.30 

83.75 

B2.25 

25 

1.725 

Dec 

1099 

+9 

1102 

1097 

47 31.116 

Dec 

Total 





923 

7,283 

Mar 

1128 

+9 

1131 

1127 

278 27.721 

fob 

■ WHEAT CBT [S.OQCtKj min: cents/GOb txistwO 

Total 




12^98188*51 

Total 


Mar 


Sep 

Dec 


Total 


320.50 -5*0 32750 31050 10575 24.786 

32975 -6.QQ 33675 32850 7069 33363 

33950 -550 34550 33750 4.777 30395 

34735 -4J5 3S235 34500 84 3553 

357.00 -550 36250 35600 3S5 5336 

354 00 -MM - - 3 37 

23,183 OJM 


COCOA CSCE (10 tonnes S/tonnes) 


MEAT AND LIVESTOCK - 

■ LIVE CATTLE CME (4Q,JOOfoS cants/lbs) 

Sett Day's - Oput, . 

Price change M* Low Mai tat . 

84.475+0.600 84.650 6237515325 51,455 
66500-10.450 66.700 65200 5303 20,310 
67,975 +0.150 66350 67.100 2.133 10522 
68.400 *0.400 69500 B8.400 1523 5553 

70.450 -*-0.175 70525 69300 190 1511 

71.700+0200 71.700 71350 128 . 347 

2S329 99517 
LEAN HOBS CME (40.000108; centefltnj 


■ MAIZE CBT 15.000 bu min; cants/56to bushel) 

Mar 26325 -2.50 266 00 263 00 30300 74.416 

Hay WUJQ -2.75 274 00 270 75 213* 95D18 

Jut 27625 -325 280 00 276.00 11.826 60 906 

Sep 278X0 -250 231.75 278.00 977 14350 

Dec 27900 -200 28223 27850 5362 60.756 

Har 28450 -250 287.75 28425 75 4238 

ToH 702= 341351 

■ BARLEY UFFE HOT tonnes: E per tonne) 

Her 74M -425 74.00 73.75 95 207 

Hey 762= -010 7500 76.00 - 275 

Sep 77.M -02S 7 

Nov 7930 -025 79 50 7930 - 375 

Jan 3750 -CSS 72 

Total IK 838 

■ SOYABEANS ESI I550iau mm; cenbRft taftd) 

Mar 65325 -5 25 £6430 65100 33.474 31230 

May 654 50 -tO 50 «B7 00 653.00 20.999 51.611 

Jo! 6S53 -50 75 572.00 65150 8335 36.936 

tag 45475 -ti.75 57030 £53 50 334 5354 

Sep 54LC-: -500 65320 6*5 HJ 67 1.017 

Nov 544 75 -33’ 554 75 W450 2.652 16.733 

Teal 86380 144360 

■ SOYABEAN 00. CBT cents/®) 


Mar 26*4 -£47 2E75 £62 5436 £2.409 

May 161 : -0 *3 £7£; 26 55 11JJ95 58.309 

M -L45 r*4 X 95 4*5£ 32260 

Aug 27 05 -3*C 27 30 26.55 1?7 5.909 

Sep 26?3 -I£3 r T5 26 75 £$ £725 

Oct £6=£ -!££ 2£.o 25 « 292 3790 

Total 233*9130*28 

■ SOYABEAN MEAL CBT HOC :ra SAonj 

Mar 

177 2 

1315 

177 0 

£325 

24.098 

May 

T 2 

-23 IKS 

175 5 

10 514 *7.773 

Jut 

1755 

-23 1227 

175.2 

4338 25387 

Mq 

151 2 

-£■ '.310 

151 0 

1.DS3 

9.650 

Sep 
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PULP AND PAPER 

■ PULPSX CMJt OJSSi £4 a» dry tans) 

Sett Dnft Open 

price cttwge Hg& Low Vaf tat 

Mar Airco -- X 437 " 4565C 16 413 

Jun K4C0 -5X51LJCW9 00 44 445 

Total 

FUTURES DATA 
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Minor metals front Meta Bulletin 
European tee rr ari*«. 5 per lb in wore- ' 
house. unless cttierv.Tse stSsd Antimony: 
93.66%. S per tame. 1S63-16Q0. Bfcanuth: 
mm. 99 39W. ;mr«? lots 3.£5*3 75. Cad- 
mium: ntn. 99 95**. cants a pound. 32.00- 
4.3.0C Cobalt: MB free market, mm. 
99a*>. 24.50-25.5$ tren 39.3S&. 19.50- 

lfl.90 Mercury: mm. 9959%. 5 p« 76 16 
flask. 1 35-149. Molybdenum: drummed 
mtVWs 0 ,-kM. 3J55-3.92. S e leni ums min 
39.5W. 2.DG-3 30. Tungsten ore: standard 
min. £5%. & per lame unit VUSfeg) WO* 
OF. 4C-5T. Vanadium: rm n. aew. CtF, 
6 45-6.ES. Uranium: N’jeicc unrestricted 
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VOLUME DATA 

Open tatares and Volume data shown for 
contract traded on COMBI. NYMEX. CBT. 
NYCE CME CSCE and IPE Crude CM 316 
one day m srrears Volume 8 Open Inferos! 
totals an tv eB traded months- 


INDICES 

■ Routers (Basa 1819/31 = 1QQ1 

Feb 384 Fall 23 month ago 
1710.2 1715 7 1752.7 

■ Cfi 8 Futures (Base: 1987 c 100) 

Feb 23 Fob 20 
226.10 226.44 
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Feb 23 Feb 20 month ago 
164.24 168.46 16a 64 

LHC WAMHOUSt STOCKS 
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LONDON TRADED OPTIONS 
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LONDON SPOT MARKETS 


■ CRUDE on. FOB (per barrel) 
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Palm 04 (Malay J§ 
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249* 


38.61 p 
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S2SUSO 
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S372*y 

135.0 

87.85C 
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CROSSWORD 


No.9,616 Set by CENEPHILE 

IT 



F has the same meaning m all 
which are also F 


as do B and N, 


ACROSS 

1 Gold (a carat), silver, and 
sodium, from artist of the 
Trecento (7) 

5 Black B on black walk (7) 

- 9 F in the eye (5) 

10 F came across journalist 
and went straight down (9) 

11 F is the note to restore to 
the post (9) ' 

12 One that draws Czech 
money (5) 

13 B, the last to give one a 
break? (5) 

15 One bon daily, cooked 
without a sound (9) 

IS Loans oh property create 
storm about little F (9) 

19 In law it signifies a licence 
to bar females (5) . 

21 See started poetically with 
B (5) 

23 Setter's stratum on war- 

■ ship (9j . 

25 Complete ass. almost, 
about the late of groups of 
. craft. (9J 

28 Singer with, sauce to go 
with F.{5) • . 

27 V-sbaped American car let 

■ off at pole (7)- • 

28 Puss not. surprisingly on 
the heater (7) 

DOWN 

1 Love has scope for? (7) 

2 Ganymede gives prize to , 
presenter of hm (9) 

3 Pick up string ana list (5) 

4 Looking for F in a.timer's 
noise? (9) 


5 Beast to live outside 
groove (5) 

6 Most of N*s belt for i 
. Moors with mad haloes 

7 N sounds like an insect (! 

8 Getting on, as they say. 
B style? (7) • 

14 Orwell’s destination, p 
that needs airing, strane 
*5,4) 

1G Boy is found, in a degi 
with firemen, as it were 

17 Sound start of year 1 
lowed by fiasco at unde 
able dive (9) 

15 Man’s Wt of fiction is hai 
fill (7) 

20 Black or Other F manat 
In brief (7) 

22 B for bird that's booed (5 

23 F that could be:... ( 5 ) 

24 — theanswa , toF(5) 

Solution 9,615 
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LONDON STOCK EXCHANGE 


Market rallies after mega-merger setback 


fnrSE Afl-Sbare-index 

z .760 — — v 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

News that merger talks between 
Glaxo Wellcome and SmithKLine 
Beech am had been called off pro- 
duced an Instant three-figure 
slide in the FTSE 100 yesterday. 

But by the end of the session 
the market was in a much hap- 
pier mood despite massive falls 
in the two leading pharmaceuti- 
cal stocks which accounted for 
around 75 FTSE 100 points. 

“Strip out those two stocks and 
the market is comfortably higher 
on the day. It really is proving 
very difficult to keep this market 


down." noted one salesman. 

And the market bad to cope 
with more bad corporate news 
from NatWest, whose prelimi- 
nary figures proved a big disap- 
pointment, as well as a none-too- 
surp rising profit warning from 
Safeway, one of the UK's big four 
food retailers. 

“This market doesn't feel as if 
it’s under great pressure. It prob- 
ably needs a breather after its big 
upside run but it feels well 
underpinned. The institutions are 
still stuffed with cash and there 
is no great downside pressure," 
said a senior marketmaker. He 
said the market might come back 
but there were few signs that the 
big sellers were lining up. 


Some equity strategists 
adopted a rather bearish view of 
recent developments. “One can't 
help feeling that some of the 
mega-mergers are happening 
from weakness rather than 
strength. The actual and 
rumoured takeovers in banking, 
retailing and food retailing could 
be seen to be shoring up posi- 
tions of sectoral weakness," said 
Richard Jeffrey, group economist 
at Charterhouse Tiluey. 

When the dust settled, the 
FTSE 100 was 51.8 lower at 
5.651.0. At its worst, only minutes 
after the session kicked off. Foot- 
sie posted a 117.9 fall at 5,584.9. 

The other FTSE indices also 
gave ground, ending the 


sequence of seven straight win- 
ning performances by the 250 and 
the five gains in a row by the 
SmallCap. The former finis hed 
the day 2J off at 5.04L9, while, 
the FTSE SmallCap settled 3.2 
lower at 2,442.3. 

With London preoccupied with 
the Glaxo-Wellcome story, the 
influence of overseas markets, so 
important in recent months, 
faded into the background. 

But dealers insisted that Wall 
Street remained supportive, with 
the Dow Jones Industrial Aver- 
age ending only marginally 
easier on Monday and fi ghting 
back from an initial drop yester- 
day to be only a few points lower 
not long after London closed. 


The testimony delivered by 
Alan (keenspan, chairman of the 
US Federal Reserve, to a Con- 
gress sub-committee yesterday, 
was being closely scrutinised by 
analysts. Earlier the Dow had 
fallen back alter a raft of eco- 
nomic data, including slightly 
higher-th an -expected Inflation 
numbers for January. 

The bid bandwagon, far from 
ending with the drugs news, 
rolled further down the road as 
United Carriers was the latest 
smaller company to receive a bid 
approach. General Cable also said 
it was involved in takeover dis- 
cussions. 

Turnover in equities at 6pm 
was 876.3m shares. 
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Indices and ratios 


FTSE 100 
FTSE 250 
FTSE 350 
FTSE AJF-Sharo 
FTSE M-Shara yield 


5651.0 

50413 

2685.6 

2626.01 

2.97 


-513 

-23 

-20.5 

-1834 

2.94 


Best perform in g sectors 

1 Tobacco : 

2 Household Goods -j— . 

3 Insurance 

4 Gas Distribution — 

5 Food Producers 


—+2.4 

...+S3 

_.+ 1.8 

_+l.B 

,+1.4 


FT 30 347S.9 -«■* 

FTSE Non-Fins p/e 20.89 21-16 

FTSE 100 Ftrt Mar 5646.0 -54.0 

lOyrGfltyieW 6-11 °.0r 

Long gat/equity yld ratio 2.06 2.0/ 

Worst perfor mi ng sectors 

1 Pharmaceuticals -9--J 

2 Consumer Goods -5.0 

3 Water. — ~ 22 t 

4 Extractive Inda -»■* 

5 Hearth Care --1-1 


Tears shed 
for failed 
drugs deal 

By Peter John and 
Martin Brice 


Like many relationships 
these days, the marriage 
made in “pharma heaven” 
failed to make it to the altar 
and there were stock market 
tears for Glaxo Wellcome 
and SmithKtine Beecham. 

Glaxo fell 347 to £1637 on 
turnover of 32m shares and 
SmithKluie 83 to 724p with 
47m dealt, the two compa- 
nies taking more than 60 
points off the FTSE 100 
index between them. The 
volume of the two stocks 
represented almost 10 per 
cent of the day's overall 
trading activity. 

However, the falls were 
significantly smaller than 
the rises when it was first 
announced at the beginning 
of February that the two 
groups intended to merge. 

The general market view 
was that, with the merger 
banns already published, 
some form of wedding would 
take place in the sector 
somewhere. 

The principal question was 
about which company most 
needed to consolidate. Many 
analysts argued that with 
two failed relationships 
behind it, SmithKline would 
be the most desperate. How- 
ever, one analyst suggested 
that with some disappoint- 
ing fuli-year results just 
announced, Glaxo's promises 


of double-digit earnings 
growth were looking shaky 
unless it had a deal behind 
it. 

The break-up also pointed 
to much of the bid premium 
coming out of the market. 
James Culverwell of Merrill 
Lynch said: “At least one of 
these companies will still be 
looking to do a deal. But this 
is a reminder that while 
deals look great on paper 
they have to work in prac- 
tice. There is more to it than 
just an earnings model.” 

Peter Cartwright of Wil- 
liams de Broe highlighted 
the probable shareholder dis- 
satisfaction with manage- 
ment's failure to agree. 
“Investors were persuaded of 
the advantages of the deal 
and then lost out because of 
what looks like squabbling 
between the boys." 

Builders firm 

Housebuilding stocks 
turned in a splendid perfor- 
mance as George Wimpey 
brought further news of 
strength in the market. Its 
shares rose 5 per cent, or 5Vk 
to H7p. one of the best per- 
formances in the FTSE 250. 
after the company doubled 
pre-tax profits on turnover 
that fell slightly. 

The good figures prompted 
a raft of upgrades to fore- 
casts. Merrill Lynch, which 
issued a b ullis h note on the 
sector in recent weeks, 
shifted its 1988 forecast from 
£76m to £80.5m and 
upgraded its stance from 
“neutral" to “accumulate". 

The new forecast leaves 
the shares standing at about 
8 times earnings, suggesting 
that the re-rating of the sec- 


tor has yet to take place. 

The positive sentiment on 
Wimpey spread to other 
housebuilding stocks, which 
dominated the list of risers 
in the FTSE 250. 

Bryant Group, which 
unveiled strong results 
recently, gained 4 to I4lp 
while Redraw was up 5% at 
177p and Beazer 5‘ i to 203p. 

Mark Hake at Merrill said: 
“This continues the trend 
that started with Bryant, 
and we anticipate further 
strong results could lead to a 
re-rating of the house build- 
ers." 

The next bellwether for 
the sector will be results on 
March 9 from Persimmon, 
seen as one of the better- 
quality stocks in the sector, 
and set to unveil a 42 per 
cent advance. Its shares rose 
a penny to 222‘4p. 

The outlook for oil stocks 
took a turn for the worse 
after two brokers slashed 


forecasts for the underlying 
oil price and also took the 
knife to their profit forecast 
and outlook for BP and Shell 
Transport 

Brent Crude traded below 
$14 a barrel HSBC Securities 
cut its average oil outlook 
from $17 to $16 a barrel 
while SG Securities adopted 
an even more cautious view, 
reducing to $15 a barrel from 
$17 previously. 

Following his shift, Steve 
Turner of HSBC cut his 
earnings forecast on BP, the 
UK major most exposed to 
oil prices, by 6 per cent and 
his prediction on Shell by 4 
per cent He went from 49 -3p 
to 463p earnings per share 
on BP and from 21.9 to 2lp 
eps on Shell. 

Meanwhile. John Toalster 
of SG put out a straight 
“sell” recommendation on 
BP and went from "outper- 
form" to “hold” on Shell. 

He said: “The two latest 


FT 30 INDEX 

Fab 24 Fab 23 fab 20 Feb 19 Fab 16 Yr ago "High Tow 

FT 30 3478.9 3490.1 3501.6 34920 3495.7 2881.1 3498.1 2666.8 

Ofd. dm. yield 3.12 3.08 3.06 3.07 3.07 3.92 422 3.06 

P/E ratio net 22.76 23.02 23.15 23 07 23.10 17.72 23.15 15.80 

P/E ratio nl 22.56 22.82 22.95 22.87 2240 17.50 2295 15.71 

FT 1} oktea arobaon h & I KA1 17/02'Se. tat 494 jM6Na BAM Data 1/W* 

FT 30 hourly changes 
Open B 10 11 12 13 


16 16 rtgti Low 


3490.1 34666 3476-5 3478.1 3476.7 3483.3 34858 34843 34819 3490.1 3447.6 
Feb 24 Feb 23 Feb 20 Feb 19 Feb 18 Y7 ago 


SEAQ bargains 
Equity turnover (Emit 
Equity bargainer 
Shares traded (tnljt 


71.905 68.373 85,776 66.010 68.670 49.310 

NA 1875.3 1824.9 1911.8 2247.6 

NA 51.278 52.385 54.331 44 .211 

NA 553.1 5530 556.0 734.7 


tExdudrq wtra-tnarKe: ana overass tunnw hut nctaOng Crest turnover. 
O FTCE kranaaonal Umlod 1990. U nglns reSwvM. Tor 1867/98. 


M tondon market data 

Rites and Mb* j 52 Week highs and lows] LIFFE Equity options 

Total Rises 588 ■ Total Highs 149 I Total uunt i acta 19.670 

Total Fata 1.023 ‘ Total Lows 61 i Gafts 8,536 

Same 1.406 i t Puts 11.134 

Feb 24 "Data b3sed on Equity shares teaed on the London Share Service. 


NOTICE OF EARLY REDEMPTION 
International Bank for Reconstruction 
and Development 

itbe ■‘Bank*) 

Portuguese Escudos 10,000,000,000 
Callable Bonds due 8th March 2006 
i the 'Bonda'j 

Notice n hereby flwn that aB of the ouhtantfing Bondi wil be redeemed by ibe 
Bank on March B. 199B |Hh* ‘Optional Redemption Date*] pursuant la 
Condition O(o1 al the Term and Conditions oi the Bonds. The Bands wil be 
rede e med at iheir principal amount outstanding together with oecrved interest 
(o ihe Optioned Redemption Date InWrroJ shall eerae to accrue on and from ihe 
Optional Re d e m ption Dale. 

Paymenl of principal and interest will be made against presentation and 
surrender of. respectively, ihe Bonds and hlerwJ cou p ons appertaining to 4w 
Notes al ihe specified office of Citibank NA. London; Gribank [Ui+cmbourg] 
5 A; or BP1 - Banco Ptariogued de Inve at imento. SA 
INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT 


February 25. I9W 
By Gfcbant NA Union 


CITIBANK* 


KINGDOM OF SWEDEN 
ESP 20,000,000,000 
Floating Rate Notes due August 2000 
Issued 25th August 1993 


In accordance with the terms and conditions 
of the Notes, the interest rate for the period 
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developments in Iraq have Bo ttom-of-the -range fig- 
undermined confidence in ures and dividend growth 
the oil sector." BP fell 4% to well below its sector peers 
800 Vip but Shell closed a hit NatWest and the shares 
penny higher at 4Q9p. slid 21 to £1104. 

The long-awaited profit John Tyce of SG Securities 
warning from Safeway took commented: “With NatWest, 
its toll and the shares fell 9VS the story is not so much jam 
to 355’sip as the company tomorrow as jam next cen- 
talked of a £S75m full-year tury." 
result, down from a figure of Any nervousness over 
about £417m. Volume was a future mergers and acquisi- 
heavy 10m. tions failed to hit insurance 

There was talk that yester- stocks yesterday. General 
day's share price decline was Accident leapt 83 to £14.5 S as 
restrained by prospects of a dealers chatted about the 
possible merger with Asda. possibility of a tie-up with 
although there are said to be Commercial Union, 
concerns that As da's trading With three insurers - CU, 
in recent weeks has been Guardian Royal Exchange 
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unchanged at 2 & 41 . However, today, analysts were scepti- 
any merger would have to cal of a bid coming out as 
overcome a significant regu- well 
latory hurdle. ' 

Wilshaw Group, the msigr 
net maker, paid 37p each for 
450,000 of its shares, which 
rose VA to 38p. 

Solid results from informa- 
tion technology companies 
prompted the shares to 
surge, with Capita Group, 
the consult ancy company, 
leading the FTSE 250 with 
its rise of 35 to 389p after 
unveiling a 50 per cent rise 
in profits. 

Its advance of almost 10 
per cent was followed closely 
by Admiral which rose 67% 
to 787‘/ip after revealing a 56 
per cent profits growth. 

However, Serna was pun- 
ished for a mere 28 per cent 
profits rise, seeing its shares 
off 7 Vt to £18.85. However, 
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they had a good run in the um pn«*m. 
days ahead of the results. 

Reckitt & Colxnan, the 
tightly-traded household 
products group, spiked up 42 
to £11.05 with dealers sug- 
gesting “something going 
on”. 

However, analysts were 
surprised by the activity and 
some pointed out that fig- 
ures on March 12 were likely 
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Greenspan gives mixed signals on rates 


WORLD OVERVIEW 


Worries about the 
disinflationary Implications 
of the Asian crisis came 
back into focus yesterday. 
writes Jonathan Ford. 

The Tokyo stock market 
slipped as investors 
expressed disappointment at 
the government's failure to 
adopt radical measures to 
shore up the country's sag- 
ging economy. The Nikkei 
225 average lost nearly 2.5 
per cent to close at its lowest 
level in a month. 

In the US, Alan Green- 
span. chairman of the Fed* 
era! Reserve, caused a brief 
wobble in financial markets 
after he gave mixed signals 


World pharmaceuticals: not in noad of a fix 

World Pharmaceutical Index, rebased (USS terms) 


tea 



about the future direction of 
US Interest rates in testi- 
mony to Congress. 

Investors had been looking 
for assurances that Mr 
Greenspan would take 
account of the disinflation- 


ary pressures from Asia 
before deciding whether to 
move US interest rates. 

"Investors wanted Mr 
Greenspan to say clearly 
that US policy would act pre- 
emptively to ward off the 


risk of deflation,'’ said Joe 
Rooney, global strategist at 
Lehman Brothers. 

The dollar finned slightly 
against the mark following 
Mr Greenspan’s remarks. 

In Europe, there was inter- 
est in pharmaceutical shares 
following the collapse of 
Glaxo Wellcome’ s merger 
with SmtthKllne Beech am. 

A number of leading drug 
stocks strengthened after 
analysts predicted investors 
would switch out of the UK 
duo Into their European 
competitors. 

There was also speculative 
interest in some second-line 
players. Pharmacia & Upjohn 
of Sweden firmed on hopes it 
might be a bid target. 


Reaction to this setback 
gave further evidence of the 
strength of European mar- 
kets. where any short-term 
weakness is seen as a buying 
Opportunity. 

Although most leading 
bourses opened lower, and 
buying was more muted 
in recent days, several 
markets continued record- 
breaking runs. 

Amsterdam. Brussels and 
Madrid saw closing highs in 
spite of a weak start for the 
Dcrw, which drifted lower on 
Mr Greenspan's remarks. 

One reason for Europe's 
resilience was suggested in a 
Reuters survey released yes- 
terday that noted that con- 
cerns about Asia and its 


knock-on effect on US earn- 
ings growth have imbued 
continental fund managers 
with a strong domestic 
investment bias. 

European managers who 
responded said they allo- 
cated 47 per cent of their 
global equity portfolios to 
European markets, including 
the UK. 

This compares with 41 per 
cent for US managers and 
less than 40 per cent for 
their UK counterparts. 

Mr Rooney said Europe 
was also benefiting. from 
strong interest from. US man- 
agers who are increasing 
their weightings because of 
a lack of investment alterna- 
tives. 


Wall Street 
recovers from 
early sell-off 


Failed merger boosts rivals 


AMERICAS 


Wall Street bad a mixed 
start with losses among the 
large drug companies and a 
dull opening for bonds keep- 
ing a tight rein on senti- 
ment. writes John Labate in 
iVeu! York. 

By 12.30pm the Dow Jones 
Industrial Average had 
clawed back much of the 
morning sell-off, but 
remained weak with a 
decline of 1.49 at 8,408.71. 
The broader Stan- 
dard & Poor’s 500 index was 
127 lower at 1.036-87. 

The market's main indices 
were lower throughout 
much of the morning testi- 
mony of Alan Greenspan, 
chairman of the Federal 
Reserve, before Congress. 

In his speech. Mr Green- 
span suggested the Asian 
crisis could dampen infla- 
tionary' tendencies from the 
US labour and consumption 
sectors. 

Investors in the bond mar- 
ket used Mr Greenspan's 
speech as an occasion to sell. 
The benchmark long bond 
price fell a to 102 A, lifting 
the yield to 5.959 per cent 

Technology stocks pushed 
higher, however. The Nas- 
daq composite index was up 
3.09 to 1.754.85. adding to 
Monday's record-breaking 
close. 

Despite the downbeat tone 
in the Dow. several compo- 
nents pushed sharply higher. 
J.P. Morgan climbed $3 3 /« to 
SllSia after announcing a 5 
per cent cut in its worldwide 
staff. Retailer Wal-Mart rose 
to $47 v . after releasing 
strong quarterly earnings. 

Shares in Chevron, the oil 
company, also improved 
from Monday's sharp sell-off 


on failin g oil prices. Yester- 
day Chevron’s shares were 
S2£ higher at S79&. 

However, following the 
termination of merger talks 
between Glaxo Wellcome 
and Smithkline Beecham of 
the UK. pharmaceutical 
shares worsened. Schering- 
Plough lost $lft to $75 and 
Merck fell $1% to $128%. 

Computer stocks were 
more mixed. Motorola lost 
$2ft to $57% after a report 
that the semiconductor pro- 
ducer was having trouble in 
its wireless business. 

But Microsoft climbed $2% 
to $84% after a new release 
of its Internet Explorer prod- 
uct 

Advanta shares plunged 
$6g or more than 22 per cent 
to $2414 after S&P cut its rat- 
ing of the finan cial service 
company’s senior debt. 

TORONTO was flat at mid- 
session as investors awaited 
the Canadian federal budget 
due later in the day. 

The TSE-300 composite 
index was 1.89 weaker by 
midsesslon at 6,940.30 in vol- 
ume of CS34m. 

Global Stone Corp rose 10 
cents to C$6.75 in hefty turn- 
over after the Belgian-based 
Carmeuse said it intended to 
acquire the Ontario lime- 
stone company In a C$200m 
hostile takeover bid. 

Bank of Nova Scotia 
picked up 15 cents to C$34.90 
as it said it bad continued its 
strong performance during 
the first quarter of the year 
ended January 31, boosting 
net income by 11 per cent 
over the same period last 
year. 

Bank of Montreal jumped 
65 cents to C$75.65 as it 
reported a 12 per cent rise in 
first-quarter net income. 


Mexico City turns up 


MEXICO CITY recovered 
from early lasses to move 
higher by midsession, helped 
by positive comments on the 
Mexican economy from Alan 
Greenspan, chairman of the 
US Federal Reserve. 

In his Humphrey Hawkins 
testimony to Congress. Mr 
Greenspan said that Mexico 
bad recovered from its finan- 
cial problems of 1995 better 
than expected and he was 
not worried about a new cri- 
sis there. 

The remarks helped dis- 
tract market attention from 
concerns about the January' 


trade balance and the IPC 
index rose 55.44 to 4.616.45. 

BUENOS AIRES opened 
slightly lower on profit- 
taking as the market consoli- 
dated after two rising ses- 
sions. 

However, dealers said they 
expected the shares to 
return to a rising track later 
in the day. 

At midsession, the Mervai 
index was 2.37 lower at 
678.19. 

Both SAO PAULO and 
CARACAS were closed for 
their national carnival holi- 
days. 


The failure of SmithKline 
Beecham and Glaxo Well- 
come to go ahead with their 
proposed mega-merger 
proved a mixed blessing to 
the UK companies' continen- 
tal European counterparts. 

In Germany, shares in the 
big three chemicals and 
drugs groups were higher on 
the view that the failure of 
the UK merger would lessen 
any risk of their being left 
behind if the consolidation 
in the pharmaceuticals 
industry intensified. 

Bayer rose 53 pfg to 
DM76.88. Hoechst was 25 pfg 
higher at DM6825 and BASF 
gained 75 pfg to DM63.20. 
Among the smaller groups, 
Schering, often cited as a 
possible takeover target, was 
DM1.35 higher at DM204.50, 
but Schwarz Pharma, also 
seen as possible prey, was 
marked DM1.85 lower at 
DM148.65. 

Certificates in Switzer- 
land’s Roche sprinted to a 
day’s high of SFri6,795 with 
some investors said to be 
switching out of the UK. But 
the shares subsequently 
turned back to close SFr65 
lower at SFrlb.535. 

Novartis, still suffering 
from a recent downgrade by 
Goldman Sachs, turned back 
from a day’s high of SFr2,610 
to close SFrl7 weaker at 
SFr2,57l. ciariant picked up 
SFrl7 at SFrl.465. but Ciba 
eased SFr0.50 to SFr259. 
Ares-Secono. which reported 
1997 results in line with 
expectations, dropped SFrl55 
to SFi2.135. 

In Sweden. Pharmacia & 
Upjohn, the Swedish-US 
drugs giant, gained SKr5-50 
to SKr320 on the view that 
the company had now 
become a more likely merger 
target, while Astra edged 
SKrl.50 higher to SKrl59. 

Among the French groups, 
Synthelabo eased FFrl to 
FFr789. but other pharma- 
ceutical stocks firmed. 
Rhdne-Poulenc rose FFr120 
to FFr267. while Sanofi 
added FFr5 at FFr665. Sanofi 
is scheduled to report 1997 
earnings today, with ana- 
lysts expecting a net profit 
of about FFrl.Pbn. 

FRANKFURT featured a 
16.5 per cent plunge in SGL 
Carbon after the US business 
of its competitor. Showa 
Denko. paid a S29m fine fol- 
lowing a price-fixing investi- 
gation which also involved 
the German company. 

Analysts noted that SGL, 
down DM39 to DM19920, was 
being investigated, along 
with Showa Denko. over 
allegations they fixed the 
prices of graphite electrodes 
between 1993 and 1997. In its 
statement announcing yes- 
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terday’s fine, the US justice 
department said other com- 
panies were likely to face 
penalties. 

It added that In addition to 
paying the fine, Showa 
Denko had agreed to impli- 
cate others Involved In the 
alleged conspiracy. 

The broad market was 
little changed in late elec- 
tronic trade as Rip carnival 
holiday kept business to a 

SGL 



index up 8.08 to 1,045.76. 
Options activity also sup- 
ported prices. Dealers said 
new account basket buying 
had been heavy over the 
past two days. 

Akzo Nobel rose FI 1020 to 
FI 4X020 following Monday's 
top of the range results and 
an upgrade from Merrill 
Lynch. The US broker has 
lifted its target price on the 
shares to FI 440 and stepped 
up earnings estimates for 
1998 by 62 per cent 

Aegon was said to be a 
beneficiary of merger talk 
plus switching out of DSM, 
which ran into profit-taking 
after file recent acquisition- 
driven run. Aegon ended 
FI 6.70 or 3.1 per cent better 
at FI 22520. 

ZURICH retreated as Wall 
Street's weak opening 


weighed on prices, and the 
SMI index finlsh#«ri 41.1 lower 
at 6,945.0. - ‘ • 

Beneficiaries of merger 
talk hit profit-taking. CS 
Group lost SFTL50 to SFr259 
while Baloise, the insurer, 
tumbled SFTS2 to SFT3.100. 

Watchmaker SMH gained 
SFr31 to SFr880, stilt sup- 
ported by its unexpectedly 
good results last week. 

MADRID stormed to Its 
eighth successive record as 
the banking sector swung 
back into flavour after Mon- 
day’s modest profit-taking. 

BBV rose Ptal80 to 
Pta6,980 and BCH Ptal90 to 
Pta4.490. The general index 
ended 9.62 higher at 751.41. 

Written and edited by Michael 
Morgan, Jeffrey Brown, Jona- 
than Ford, Paul Grogan and 
Peter HaH. 


SOUTH AFRICA 

Shares In Johannesburg 
retreated as two key sectors 
came under pressure. 
Weaker bullion prices hit 
Id stocks while oil: shares 
lost ground as the crude 
price remained weak follow-, 
ing the agreement over Iraq. 

Oil giant Sasol lost nearly 
4 per cent toR42 and Engen 
slipped 65 cents to R1&25. 
Gold stocks fell 2.2 per cent 
as bullion dropped below 
$300 an ounce. The all-share 
Index slipped 38 to 6,788. 


EMERGING MARKET FOCUS 
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for poll result 


India’s stock markets are 
awaiting the results of the 
country’s general election 
■with Interest^.- ready -'to 
leap. if any party emerges 
with a clear mandate to 
form a government. 

’ For the moment, how- 
ever, shares are marking 
time - largely immune to 
the campaign. Ibe BSE-3Q 
index, which, closed today 
at 3,484.69, appears range- 
bound between 3,300 and. 
3,550. 

Political pundits expect 
the rigiitwing Bharatiya 
Jana ta party, India’s larg- 
est party, to gain ground. 
But they expect it will not 
get an outright majority. 

. They also predict that 
Congress, the party that . 

governed India ' for 
most of the years since 
independence, will improve 
its position, after a spirited 
campaign, led by Sonia 
Gandhi, widow of the for- 
mer prime minister Rajiv 
flanilhi 

Hus opens the door to a 
period of political ' horse- 
trading as the two big par- 
ties fry to win the support 
of smaller rivals to form a 
coalition government The 
BJP will probably have the 
i-hnnro to 'do so. But many 
of the smaller parties are 
suspicious of its Hindu 
nationalism and higher-, 
caste leadership - and may 
opt for a “stop the BJP 7 
coalition instead. ' 

The result is finely bal-. 
anced and dreads oh the 
outcome of dozens of local 
contests across the-coun- 
try. A seat here or there to; 
the BJP >* or a particular 
regional party - could, 
decide who gains power. - . 

Equities have moved 
ahead this- week on signs of - 
BJP strength. But the main 
reaction will take place as 
exit polls emerge in the 
first week of March - fol- 
lowed by actual results. 

It could take several 
weeks before a government 
actually cobbles together a 
working majority. - weeks 
in which share prices will 
be volatile. “By March 15 
the market may perhaps 
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have found, the direction it 
is going to take,” said Ruk- 
shad .Shroff* strategist; at 
Jariilne. Fleming.' ... 

If the BJP does win an 
outright majority, Mr 
Shroff said there will be “a 
10 per cent uptick very 
quickly” - equivalent to a 
300 to 400 point rise in the 
Hsu*, so index: Investors like 
the prospect of stability. 

'. But while Bombay’s local 
stockbrokers - who come 
from the BJP-supporting 
trader community - are 
enthusiastic at the thought 
of a victory far the anti- 
socialist party, foreign 
investors worry that its 
nationalist rhetoric could 
affect policy decisions. 

They are likely to wait 
"until a BJP government 
atmouhcesTts first budget 
to May. or June before pil- 
ing in wholeheartedly. For- 
eign investors may be more 
comfortable with a Con- 
gress-led government 

What the markets dread 
is an inconclusive result 
and a return, to the Instabil- 
ity, of the last parliament 
Then, a coalition of 13 par- 
ties, which included neither 
Congress nor the BJP, 
struggled to govern with a 
minority of MPs. 

“If that happens, the BSE 
30 Index will fell by at least 
100 points and stay 
depressed for some time,” 
said Ajit Dayal, director, of 
Quantum Financial Ser- 
vices. 
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minimum. The Xetra Dax 
index finished 6.11 lower at 
4,604.55. 

PARIS ran into heavy sell- 
ing among oils and banks 
and ended with the CAC 40 
index 10.85 lower at 3,262.63, 
but volume was modest 

Recent wobbles for the dol- 
lar plus a negative note from 
Soci6te Gen§rale sent oils 
rushing for cover. Elf Aqui- 
taine fell FFr27 or 4 per cent 
to FFr645 and Total 
retreated FFr22 to FFr611. 
SocGen moved from “neu- 
tral" to “underperform" on 
the sector and seemed to 
pick out Elf as a loser. 

CCF reported solid earn- 
ings. but said it would 
increase capital if its bid for 
CIC is successful The shares 
fell FFr4 JO to FFr43t9. BNP 
came off FFr6.10 to FFr358-5 
and Paribas, which puts out 
a results statement tomor- 
row. lost F Fr13 to FFr530. 

AMSTERDAM extended its 
record run. with strong 
gains for Aegon and Akzo 
Nobel pushing the AEX 


Nikkei drops to low for month 


ASIA PACIFIC 


Growing doubts about 
whether the Japanese gov- 
ernment will implement 
appropriate stimulus mea- 
sures dampened investor 
sentiment in TOKYO, taking 
share prices to their lowest 
level this month, writes 
Michzyo Sakamoto in Tokyo. 

The Nikkei 225 Average 

dropped 411.49 or 2.48 per 
cent to 16,198, the lowest 
level since January 16, after 
fluctuating between a high 
of 16.633.87 and a lou- of 
16.167.33. 

Government officials yes- 
terday sent stronger signals 
to the public that they were 
sticking to their tight fiscal 
policy in spite of strong pres- 
sure at the G7 meeting in 
London last weekend for fur- 
ther steps to lift Japan out of 
its economic gloom. 

Koji Oral, head of the Eco- 
nomic Planning Agency. 
Indicated there could be a 
further stimulus package in 
mid-March, but he under- 
lined it would not include 
tax cuts or new spending. 

Trading was listless with 
volume a; just 372m shores. 
The Topbc Index of all first- 
section stocks fell 19.81 to 
1J234.77, 


Japan 

NIKket 225 Average 
21. COO — 



JU 1997 98 

Scunw DsastraanvICV 

Fuji Bank fell 39 to 880 in 
heavy trading after its credit 
rating was downgraded by 
Moody’s. In spite of tbe 
downgrade. Fuji Bank said it 
was confident it could meet 
stricter capital adequacy 
ratios required in April. 

Osaka was plagued by sim- 
ilar weakness with the OSE 
Average falling 280.14 to 
16.55157. 

SYDNEY continued to gain 
ground, thanks partly to a 
strong banking sector. ANZ 
jumped 20 cents to AS9.74 on 
news of a programme of 
streamlining involving 8 per 
cent staff cuts. Common- 
wealth added 18 cents to 


AS17.73 and NAB 23.5 cents 
to AS20.09. 

Oil price worries pushed 
BHP lower, sending the 
shares down 35.5 cents to 
AS14.05. The All Ordinaries 
index ended 11.1 higher at 
2.6662!. 

MANILA dipped 15.22 to 
2.100.78 on the composite 
Index following a downgrade 
by Standard & Poors which 
lowered the Philippines’ cur- 
rency rating. Oil price weak- 
ness sent Petron down 20 
centavos to 5.40 pesos. 
Manila Electric fell on wor- 
ries about customer rebates, 
possibly in the region of 
lObn pesos. The B shares 
came off 1 peso to 117 pesos. 

HON G K ON G recouped 
early losses as HSBC over- 
came initial weakness to 
close HKS2 higher at HKS206 
in the wake of Monday's 
results, which were in line 
with expectations. The Hang 
Seng index picked up from a 
low of io.4Sl.20 to end just 
1.87 weaker at 10.683.34. 

China plays outperformed, 
boosted by news that the 
Chinese government had 
given its blessing to two 
Securities companies setting 
up mutual funds in a move 
aimed at expanding institu- 
tional investment in the 


market The China-Affiliated 
Corporation index gained 3.7 
per cent to 1,609.94, while H 
shares surged per cent 

KUALA LUMPUR was 
spurred higher by comments 
from Daim Zainuddin, the 
government's economic 
adviser, that the administra- 
tion's priority was to restore 
confidence in tbe country's 
economy among foreign 
investors. 

The composite index fin- 
ished 9.38 or 1.3 per cent 
higher at 729.84. 

TAIPEI saw early 
advances reversed as heavy 
profit-taking emerged after 
seven sessions of gains. The 
weighted index, up 23 per 
cent since January 12. iost 
80.M at 9.066.46. 

JAKARTA closed 2 per 
cent lower as profit-taking 
knocked share prices, 
prompted by continuing 
uncertainty about the gov- 
ernment's currency board 
proposals. 

Investors were also 
reported to be taking a cau- 
tious stance ahead of next 
week’s meeting of the elec- 
toral college that will elect 
the president. 

The composite index 
ended 10.15 lower at 494.89 In 
moderate trading. 
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Introducing LIFFE’s Five Year Gilt Future 


On 26 February, the Five Vttar G*t future takas Itspiaca alo ngside UFFFsLong . 
G8t and Short Storing contr a ct s to complete me Starting yield curve. . 


The first UK government bond contract to trade entirely In dedmais, UFFE’S^Flre 
Year G 81 future also boasts 

■ no Exchange or daarfrig fees untH 2&Septan«Mr 1996 

■ Europe’s favourite Basis Trading FadBty 

■ UFFE* intar-contract Spread Trading FacJBty 

■ margin offsets provided by lha London Clawing Housa . 

fete advantage of these setting new trading oppottuntSes - provided only by 
the worlds most international Exchange. 

far more iflftxina&ori. contact Stuart Morfimor-Vtalker atJJFF£ on 0171-379 2057. 




"Tte London international Financial 
Futures anc Options Exchange : 


http://www.rrffe.com/ 














